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ECONOMIC SECURITY ACT

TUESDAY, JANUARY 22, 1935

United States Senate,
Committee on Finance,

Washington, D. C.
The committee met, pursuant to call, at 10 a. m., iii 'the Finance-

( onimittee room, Senate Office Building, Senator Pat Harrison
chairman, presiding;.

'

Presont: Senators Harrison (chairman). King, Walsh, Barkley,
Connally, Gore Costigan, Bailey, Clark, Bvrd, Lonergan, Black

'

Uerry, Guttey, Couzens, Keyes, La Follette, Metcalf, Hastino-s and
Capper. ^ '

The Chairman. The committee will come to order.
Senator Wagner, who introduced Senate hill 1130, is here this

inornmg and we will ask Senator Wagner to make an explanation
of the hill.

^

STATEMENT OF SENATOR ROBERT F. WAGNER, OF NEW YORK
Sonat(n- Wagner. Mr. Chairman and gentlemen of the committee:

i;or tlie sake of brevity, I have prepared a statement which I should
like to present to the committee, after which I shall be glad to answer
any questions that I am able to.
The Chairman. If you prefer to go ahead and finish yoir state-

ment, very vyell, and after you shall have finished with it, the different
questions will be put to you.

Senator \Vagner. I thought that might be the better way of
Ijre>;ontmg the matter. However, I shall proceed as the comm.ittee
decides.

The Chaikmax. \'ery well.
Senator Wagxer. Mr. Chairman and members of the committee-

1 he center around which revolves all the political and economic
thinking of our times is the depression of the j^ast 5 years Evenwhen we infuse concrete facts with the touch of imagination that
gives them life, we cannot count the cost of this calamity to the people
of the I mted Mates The huge sum of monev that has been spent
to provide relief and promote revivil is a mere bagatelle compared
to the $4o,()0(),()0(),()()() decline in our annual income. And even ifsome hnancial wizard could ferret out these losses in all their obscure
ramihcations, he could not measure the broken hopes, the ruined
lives, and the aftermath of suffering that will be visited upon a large
part ol the next generation. You gentlemen know the truth so far
as it can be known—for your hearings since 1929 have constituted apanorama of a nation's woes.

1
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Happily, the forces making for recovery have now been set in

motion. But our bitter experience has fastened attention upon three

main pro})lems that we must start to solve now if recovery is not to

be built upon a l)ed of cpucksand.
First, what nuist we do to set up safeguards for those millions who

sufl'er privation and neglect during so-called "good times"? This
may be called the problem of those disinherited by our economic
sj^stem.

Secondly, what must we do to protect those who are destroyed by
even the slight and short downward dips of the business cycle that

may occur in the future despite our best efforts? This may be called

the problem of those who live on a narrow margin of security.

Tliirdly, and most important, what can human ingenuity do to

prevent economic disorder in its most widespread and virulent forms
from leading to national disaster? This may be called the problem
of industrial stabilization.

Each of these three paramount problems is most at hon)e in the

house of want built by unemployment. Even between 1922 and 1929
unemployment kept the level cf disinherited workers at all times
above 1,500,000, and the total rose to 4,000,000 in 1928. Unemploy-
n ent is also the force that attacks and destroys those who live on the

ncrrow margin of security. Lost profits may be regained upon the

upward swing of the business cycle, but the working day that is lost

is gone forever. Above all, the secret of unemployment is the kej"

to industrial stabilization. In 1929 fluctuations of 600 percent in the

volume of unemployment were the storm signals of depression. \Mien
we discover how to keep men at work, we shall have discovered all.

Unemployment insurance ranks high in the list of remedies for un-
employment. In respect to those disinherited during normal times,

it is more economical than relief because preparedness is better than
planlessness; and it is more humane because it does not rest upon the

degrading means test which assumes that society has no duty to the

idle worker until he is destitute.

The chief merit of unemployment iu.surance, however, is that it will

exert a profound influence upon the stabilization cf industry. Em-
ployers held to strict accountability for the costs of imemployn.ent
will strive more diligently for its abolition. The searchlight of atten-
tion upon this problem will tend to prolong jobs just as the study of

life insurance has tended to prolong life. The transfer of purchasing
power by benefit pa^'n ents when danger threatens will float the busi-

ness ship off the shoals cf depression to the seaway of prcsperitj".

There is no better way to measure the wcrth of imen ployment in-

surance than by estimating what might have been its effects had this

bill been jiassed in 1922. The pn.posed 3-percent tax upon pay rolls,

even if we tssun e that the business decUue would not have been
Attenuated, would have provided $10,000,000,000 for unemployment
rehef between 1922 and 1933. It would have created an accumulated
reserve fund of $2,000,000,000 in 1929. If, in addition, the several

States had imposed a 1-percent tax upon wages and contributed an
equal amount themselves, the total proceeds between 1922 and 1933
would have been $15,000,000,000, and there would have been an ac-

cumulated reserve fund of $3,333,000,000 in 1929. Certamly the
systematic dealing out of these huge sums to iraintain consumer
demand would have had a most pronounced leveling effect upon the
business cycle.
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Tho nrj2:uinont has been ndvancod with frcqiioncy recently that
iineinploymont-insvirtuice taxes would decrease active purchasing-

power during times of prosperity, and thus hasten the advent of
depression. Those who hold this view advocate instead that unem-
ployment relief be financed by public borrowing in time of stress.

Since the rehitive difficult}^ of financuig in hard times is axiomatic,
it will be sufficient at this time to answer the criticisms leveled against
the insurance idea.

Depressions are accentuated not by a general debilitj'' of purchasing
power but b}' an insufTicient proportion of purchasing power in the
hands of wage earners and other people with low incomes. It is

dilhcult to see how a tax upon pay rolls, paid by employers, would
intensify this maldistribution. It could do so only upon the assump-
tion that the tax would be shifted largely to the wage earner, either

by wage reductions or by higher prices. This assumption seems far-

fetched, in view of the innumerably more powerful factors such as
custom, bargaining power, and standards of living, which operate in

the market. Moreover, if the several States should add their con-
tributions to imemployment insurance they will raise their share
through the general taxing power, which always may be exercised sa
as to redistribute rather than to concentrate income. Even if we
assume that part of the costs of insurance would be carried by wage
earners, the temporary reduction in their purchasing power would
only be a small part of the increased purchasing power that would be
returned to them in benefits when most needed.
The notion that the establishment of unemployment-insurance

funds would reduce general industrial activity b}^ withdrawing money
from the market is equally fallacious. Insurance funds are not locked
in a strong box. Particularly under the present bill, which provides
that they shall all be managed and invested by the Secretary of the
Treasury, they will be continually at work, exercising a stabilizing
effect upon industry and a salutary effect upon credit transactions.
Their only distinguishing feature is that they will be specially ear-
marked for the use of the unemployed at the ver}' times when it is

best for business that they should be so used.
With growing recognition of the need for unemployment insurance,

there has come considerable sentiment for the enactment of a single
and uniform national system. Its proponents advance the argument,
among others, that only in this way can a worker who migrates from
New York to New Mexico be kept under the same law at all times.
This, of course, is true. But there are an infinitely greater number of
workers, and industries, that remain permanently within the bound-
aries of these two States, respectively, and that are jx'rnumently sub-
jected to entirely different industrial conditions. European exper-
ience with unemployment insurance has demonstrated that every
major attempt, excei)t in Russia, has been successful and has been con-
tinued. But it has also shown that widely varying systems have been
applied to divergent economic settings. Our own extent of territory
is so great, and our enterprises so dissimilar in far-flung sections, that
we should, at least for a time, experiment in 48 separate laboratories.
On the other hand, so long as the Federal Government remains

completely dormant, there will be practically no unemployment
insurance at all. Just last year, the Bureau of Labor Statistics
estimated that less than one-half of 1 percent of the workers in this
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country were covered by voluntary private systems. And after

decades of propaganda and education, only Wisconsin has dared to

throw down the gauntlet to the interstate competition of other States
with lower standards by enacting a law of its own.
Two major plans have evolved for Federal encouragement to

Nation-wide State unemployment insurance laws. One of these plans
is that the Federal Government should impose a tax upon all pay
rolls, and return the proceeds in the form of subsidies to those States
which enact unemployment insurance laws. My chief objection to

this idea is that, since the State laws would not stand upon their own
feet, there would be great pressure upon the Federal Government to

make contributions larger than the amounts raised by the Federal
pay-roll tax. Thus insurance would be mingled with relief, a method
attempted with most unsatisfactory results in England, and generally

frowned upon by students of social insurance.

The second proposal for Federal encouragement of Nation-wide
State unemployment insurance laws is embodied in the present
economic security bill. As a first incentive, the bill appropriates

$5,000,000 for the fiscal year beginning this June, and $50,000,000
for each succeeding year, 98 percent of which is to be allocated among
the States on the basis of need for the administration of such unem-
ployment insurance laws as they may enact. As a more powerful
incentive, however, the bill imposes a 3-percent annual Federal Tax
upon the pay rolls of all employers with four or more workers, and
provides that any employer may offset against this tax, up to 90
percent of its full amount, whatever he contributes to compulsory
unemployment insurance funds created under State law. Since the
States will be anxious to draw this Federal tax back into their own
borders, the natural result will be the enactment of unemployment
insurance laws in every State.

Wliile the 3-percent tax is imposed as of January 1, 1936, the bill

provides that during the first 2 j^ears thereafter, the tax shall be
reduced to 1 percent until the Federal Reserve Board index of indus-
trial production reaches 85 percent of the 1923-25 level, and reduced
to 2 percent until such index reaches 95 percent of that level. In
this way, business interests are fostered during the years of transition

and further revival.

An important feature of this Federal tax plan is the special encour-
agement which it offers to the stabilization of industry. If any State
law enables an employer to reduce the amount of his State contribu-
tion because of his good business record, he may offset against his

Federal tax not only the amount of his actual payment under the
State law, but also the amount of the reduction that he has won.
The Wisconsin law gives such an offset for stabilization.

The bill is ver\' careful, however, to guard against the possibility

that a State m.ight allow an employer such great reductions as to

obliterate the Federal tax and provide no unemployment reserves.

No employer will be allowed to offset any reduction unless the State
law recjuires him to continue to contribute at least a fixed percentage
of his j)ay roll into a State-wide pooled fund. Nor will any employer
be allowed to offset any reduction in his payments to an individual
reserves fund established under State law unless that fund has met
aU of its obligations and contains not less than a fixed percentage of

his total pay rolls.
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PructioHlly no restrictions ure placed upon tlie types of laws that

the States may enact. They may j^rovide for State-wide pooled

funds or for individual (>ompany reserves. They may exact con-

tributions from employers or from employees, or from both. They
may add their own contributions if they desire to do so. It is esti-

mated that the o percent iiuy-roU tax upon employers alone will

provide, after a 4 weeks' waitimj; period, 15 weeks of benefit payments
to the unemployeil, estiniated at 50 percent of the working wag:e but
not more than $15. Additional contributions of 1 percent by workers,

and 1 percent by the States, would raise the weeks of benefit to 30.

While great latitude is thus left to the States, the bill provides that

no State shall receive any subsidy, nor shall any employer be entitled

to any olf-set against his Federal tax, unless the State law conforms
to three i)asic standards.
The first of these standards is that all funds raised under the

State law shall be deposited with the Secretary of the Treasury for

safekeeping antl management. This will protect the unemployed
from the hazards of local financial crises. And as I have already
stated, the investment of this huge aggregate fund b}^ the Secretary
of the Treasury will exert a tremendous stabilizing influence upon
industrial operations.

The second Federal standard is that no State law shall deny bene-
fits to any woi-ker because he refuses to accept work at terms below
those prevalent in the locality, or because he will not accept as a
condition of employment any interference with his right of self-

organization. Unemployment insurance is a matter of right, not of

charity; it is a mark of freedom, not an instrument of oppression.

The third Federal standard is that every State shall administer
its unemployment insurance through employment offices. If it has
none, it must set them up. This tie-up between a system of employ-
ment registration and unemployment insurance will chase away the

bugbear that men will not work if they can keep body and soul

together without working. In addition it will be the surest token
that unemployment insurance is only an essential part of the all-

engrossing task of finding employment for all.

The narrow margin of security to which so many of our people
cling in their prime is inevitably the prelude to complete economic
disinheritance in their later life. No one can understand the tragedy
of old-age dependency without probing the statistics of our national
income. A study completed only a few months ago paints the first

full-length picture of family earnings in the United vStates. It shows
that in H)2i), ti ,000,000 families, comprising 21 percent of our national

total, averaged less than $1,000 per year; that 16,000,000 families,

comprising 59 percent of our national total, averaged less than the

$2,000 per year which was the minunum necessary to supply the most
basic needs of life; that 20,000,000 families, com|)rising 71 percent
of our national total, averaged less than $2,500 per year. At the
same time,. 30,000 families at the toj) of the economic ladder received
as much as 11,053,000 families at the bottom.

In view of these truly startling figures, it is not surprising that the

overwhelming majority of men and women cannot prepare for a

rainy da3^ In 1929, the 0,000,000 families that were in abysmal
poverty were able to save nothing; 42 percent of all American families,

who were earning less than $1,500 a year, could save only 1 percent of



6' ECONOMIC SECURITY ACT

their incomes; and 59 percent of our families, who were earning less

than $2,000, could save only 1 .4 percent of their incomes. In contrast,

a family earning $5,000 saved 17 percent of its income, while a family

earning between $50,000 and $100,000 saved 44 percent.

Senator Costigan. Senator Wagner, what is the authority for the

statistics you have been citing?

Senator Wagner. It is from a study by the Brookings Institute,

very recently published. I think it is the most remarkable analysis

we have ever received on this question.

This maldistribution of the capacity for self-protection is summed
up in aggregate by figures showing that in 1 year 80 percent of the

families in the United States made only 2 percent of the savings, while

the other 20 percent of the families made 98 percent of the savings.

These citations throw into bold relief the reasons why fully half of

the 7,000,000 Americans who are now over 65 years of age have been

reduced to a state of bitter dependency. To help them is a grave

social responsibility, because they have been drained dry of their

productive energies, and then swept aside like deadwood by a heart-

less S3^stem which has not allowed them to help themselves. To help

them is also an urgent national necessity, bacause it will invigorate

the whole economic system by releasing younger relatives from
excessive burdens and by spreading purchasing power to an enormous
extent.

It is impossible to calculate the precise sums required for this task.

Opinions 'v\dll vary greatly as to what constitute fair standards of

health and decency. But if we accept $40 per month per person as an
immediate minimum goal, our 3,500,000 dependent old people need
assistance to the extent of $1,680,000,000 per year. And this need
u-ill mount with alarming rapidity. It has been estimated that, due
to advance in standards of health, the ratio of old people to the total

population will be 10 percent 40 years from now, contrasted with 5.4

percent in 1930 and only 3 percent m 1870. In addition, the forces

of modern technology are driving those beyond middle age from the

protective shelter of employment into the no man's land of enforced

idleness. In a brief quarter of a centur}^, 13,000,000 people will be

trapped in this desolate area ; and, of tliese,half will probably be depend-
ent and need assistance to the extent of over $3,000,000,000 per year.

How do our present agencies for old-age assistance measure up to

the task before us? The Federal Emergency Relief Administration,

the lamentably weak pension laws of 28 States, and union and public

retirement pensions are expending $250,000,000 per year. This is

less than one-sixth of what is desirable today; it is one-twelfth of what
should be available 25 years from now. The economic security bill

proposes to fill in this gap as rapidly as feasible by spreading a blanket

of old-age pensions over the entire country.
The keystone of this project is a national system of compulsory

contributory old-age insurance. To initiate such a system, a tax is

imposed upon all pay rolls, commencing with 1 percent as of January
1, 1937, and increasing by 1 percent every 5 years until it reaches its

maximum of 5 percent as of January 1, 1957. While the entire tax

is collected from the employer, half of it is deducted from the wages of

his employees, thus making their total contributions equal to his own.
Only nonmanual employees earning over $250 per month are excluded
from the plan.
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Senator Coiv.ens. How did you nirive at $250 a month? Is that

just an arbitrary figure?

Senator Wagner. It was arrived at after considerable considera-

tion.

Senator Couzens. ^V^lat consideration did you give to the other
figure?

Senator Wagner. It seemed to be the view of most of those who
have studied the problem for some years that this figure was a point

of demarcation. Of course, that is for this committee to decide. It

is merely a proposal.

Senator Couzens. I am trying to get your advice as to how you
arrived at it.

Senator Wagner. T think, in the beginning, that is about the figure

we ought to set.

Senator Connally. You do not tax them above that?
Senator Wagner. They are not in the system at all.

Senator Connally. They are not in it? You do not tax those
people?

Senator Wagner. No.
Senator Connally. Wliy should 3'ou not tax them? They are part

of the industrial system.
Senator Wagner. That raises another question which we shall dis-

cuss after we finish this one. Of course, to some ex'tent they will be
taxed. I will show later on that the Government will be bound for

a time to make a contribution, which will be raised by general taxation.

The old-age fund thus created will be used to pay insurance,
beginning in 1942, to all employees over 65 years of age in whose
behalf taxes have been paid for at least 200 weeks. Of course such
insurance will be scaled on the basis of years of participation in the
system and average monthly wage. Any employee entering the
plan after it goes into full effect in 1957 will receive in benefits no more
than the taxes contributed in his behalf, plus interest. Should he
die before receiving this full amount, the balance will go to his legal

dependents.
On the other hand, many of the middle-aged and older workers

^vho enter the system before 1957 will receive much more than the
amount credited to their accounts. And those who enter before
1942 will obtain a specially liigh rate of benefits. This is necessary
to guarantee security for those too old to build up adequate reserves
on a basis of participation. Fairness would be outraged if we gave
rehef in form but not in substance to those who only disqualification
is that society has too long neglected them already.

Obviously the gratuitous portion of the aid offered to these millions
of older workers must be paid from some source. It will })e paid by
the Federal (iovernment, and nothing could be more inaccurate than
to say that the Federal Govenmient will not contribute to the national
pension plan. However, if the Federal Government decided to

spread its total ultimate contribution over a period of years beginning
in 1937, it would have to make i)aynients of $500,000,000 per year
beginning at that time. This would have the disadvantage of building
up an inordinately large reserve of $75,000,000,000, and it would tax
the present generation for the old age of the next. Therefore, the
bill defers Federal contributions until the time when the total outgo
of the fund will exceed revenue from pay-roll taxes. That will be
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in 1965, and until then the Government will issue evidence of obliga-

tion to the fund. By 1980 Federal contributions will be $1,400,-

000,000 ])er vear, and the total annual income of the fund will be
$3,600,000,000.

While the bill does not require retirement at 65 years, no employee
will be entitled to add to his prospective pension by contributions

extending beyond that age. But he will be required to contribute

nevertheless. As a practical result millions of men who are entitled

to rest will yield places in industry to the young and the strong who
are entitled to jobs.

The compulsory national system of old-age insurance will not pro-

vide for those who engage in business for themselves, or who will be
over 60 years of age in 1937. To meet these needs, the bill authorizes

grants to the States for old-age pensions, amounting to $50,000,000
for the year beginning next June, and $125,000,000 for each succeeding
year.

While these Federal grants are to be made on an equal matching
basis, and are not to exceed $15 per month per person, there is no
reason to suppose that this will limit old-age pensions to $30 per
month. There is nothing in the law which prevents a State from
doing more for itself than the Federal Government does for it. In
fact, the Federal administrator may refuse assistance to any State
which does not 'go as far beyond the $30 level as is necessary to

provide health and decency pensions to all its needy citizens.

Senator Costigan. Senator Wagner, the impression has prevailed
that if the State attempted to enlarge the old-age pension for people
now over 60 years of age, the Federal Government would to that extent
diminish its contribution^—is that your construction?

Senator Wagner. Of course not; quite the contrary. If the relief

administrator finds that, in order to give at least a minimum living to

aged persons, there will be required more than $15 or more than $30,
he may refuse to make any Federal contribution unless the States raise

their contributions enough to insure a decent standard.
Senator Costigan. The language of the draft impressed me as

somewhat ambiguous.
Senator Wagner. We will clarify it, then, because the intent is

clear.

Senator Couzens. I notice, Senator, that you constantly repeat the
language, "decent living." Have you attempted to define that in

any way or have you in your mind any definition of it?

Senator Wagner. Well, $40 per month per person has been esti-

mated as the minimum requirement.
Senator Couzens. Assume that the administrator determined that

the application of the State under the system of an equal contribution
to the Federal Government did not create a decent living, what sort of
definition would be used to determine whether one State should con-
tribute $15 and another State $25, or what?

Senator W^agner. That is a matter of administration. Of course,
you cannot make a fixed rule for all of these things, and there ought
to be some discretion lodged somewhere. Some States will require a
larger sum than others because of difl'erent economic conditions.

Senator Couzens. Let us assume for argument's sake that youj
administer it. What kind of a definition would you use?

Senator Wagner. Maj'- I suggest. Senator, that I be allowed to
finish this statement, and then I shall be verj^ glad to enter into a
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g:encral discussion and make whatovor slij^ht anci humble contribution
1 can.

Senator Couzens. Certainly.

Senator Wagxer. The bill also provides that the Government may
borrow money to aui^ment the old-afje fund by sellino; annuity cer-

tificates to citizens of the United States who are under Go years of
age. No such annuity is to have a maturity value of over $100 per
month. This is the final tower of strength in a fortress against
destitution in the winter years of life.

In providing for the old, the economic security bill has not neglected
the young. There are now 7,400,000 children under IG years of age
upon the Federal relief rolls. One-third as many are subject to

mother's pension laws in 45 States. But in most cases these laws are
so inade([uate that the average relief afforded is onh^ $20 per month
per family.

This neglect of our future citizens creates a veritable dynamo to
generate social evil. Every year, 200,000 children who have been
subjected to the harrowing experience of unsystematic and irregular

help are hailed before our courts as delinquents.

The bill therefore provides a Federal appropriation of $25,000,000
for the year beginning this June, and authorizes a similar amount for

each succeeding year, to subsidize the States on a one-to-two matching
basis for the care of dependent children. The aggregate sum thus
brought into action will be IG times as much as is now being spent for
dependent children by the States and by the ordinary agencies of the
Federal Government.
The last few years have left their indelible imprint upon the public

liealth. For the first time in several decades, the death rate in large
cities this year has been higher than that of the preceding year.
Innumerable social studies have traced the interaction between
poverty and disease. In 1933 it was proved that disabling sickness
was 50 ])ercent higher among families greatly affected by the depres-
sion than among those whose incomes remained relatively stable.

The bill authorizes an annual appropriation for the Public Health
Service of $10,000,000, of which $2,000,000 is to be devoted to investi-
gation and research, and the remainder distributed among the States
on the basis of need.

Since the Federal Government withdrew from participation in a
Nation-wide nuiternal and child health program, the number of States
that are virtually inactive in this field has risen from 3 to 23. The
bill therefore appropriates $4,000,000 for the year beginning in June,
and authorizes an equal amount for each succeeding year, to be allo-

cated among the States for maternal and child healtli.

Finally tlie bill appropriates $3,000,000 per year for the care of
crippled children, and $1,500,000 for aid to child-welfare services.
"Willie it is provided generally that these sums shall be allocated to
the States on an ecjual nuitching basis, tnerc is enough flexibility to
insure helj) to thos(» localities which at present are suffering under
special financial disabilities.

The total Federal appro[)riation under the economic security bill

will amount to $98,500,000 during its first year of operation. During
succeeding years, until 1965, when Federal participation in the old-
age plan will commence, the amoiml will be $218,500,000. Of this,

$50,000,000 will be supplied from the P'ederal tax upon i)ay rolls for
imemploymcnt insurance.
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Administration of the subsidies to the States for old-age pensions

and the care of dependent children is centered in the Federal Emer-
gency Relief Administrator ; while the Secretary of Labor is in charge

of the grants for maternal and child health, the care of crippled

<'hildren, and the promotion of child-welfare services. The Bureau of

Public; Health Service of the Treasury Department oversees Federal

aid to public health. The Secretary of the Treasury is entrusted

with the management and investment of the funds deposited in the

Treasury imder the unemployment-insurance law and the compulsory
old-age insurance system.
The general activities of the Federal Government in connection

with unemployment insurance, old-age pensions, and the further

study of social security practices and laws, will be undertaken by a

social insurance board of three members with annual salaries of

$10,000 per year, serving terms of 6 years. This board will be located

in the Department of Labor.
There is no need to urge upon this committee speedy action upon

this bill. The economically disinherited must be given a new fran-

chise. The narrow margin of security must be made broader and
surrounded by a protective wall. The house of unemployment must
be torn down. The ship of industry must be kept on an even keel.

Ton have before you evidence of a rebirth of that idealism and love

ior social justice which is uniquely American. It is the beginning
Tather than the end of an era.

Senator Couzens. I notice. Senator, that in one of these para-

graphs you refer to certain administration being under the Federal
Emergency Administration

.

Senator Wagner. Yes.

Senator Couzens. Do I understand that that is a permanent
agency?

Senator Wagner. No; but there is a provision in the bill that the

function may be transferred by the President to some other a'gency

in the event that that particular office terminates.

Senator Couzens. When you answered m^' question previously

with respect to the necessities of decent living, you said $40 a month.
Can yon enlighten us

Senator Wagner (interposing). That has been estimated as the

amount necessary.

Senator Couzens. What does that include, may I ask?
Senator Wagner. Studies of several different organizations indicate

that in a family of four, $2,000 are needed per year. That would
me.in $500 per year for one, which is about $40 a month.

Senator Couzens. So that would mean $80 for an old couple; is

that right?

Senator Wagner. I should say so, but of course we are dealing

with the individual here.

Senator Couzens. Yes; but 1 mean an old married couple that

were living together, with the computation contemplated, that would
be $80 a month.

Senator Wagner. Yes.
Senator Connally. Unless the wife had also been a worker, as you

term it, she would not get $40, would she?
Senator Wagner. No; I did not say that she would. There are, as

you see, two separate pension systems here. One is to take care of
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tlio ]>rcspnt old who have had no clianco (o coiitributo under any fund
and wlio, under our systejn, liave had all theii' youth drained without
hein«r able to earn suflicient to save anythin<i: for the winter day.
These people are to be eared for by oId-a<2;e pensions, with the States

making eontributions, and the Federal Government jnatchinj; them
to the extent of $15 per month. Of course, the State may decide that
both the husband and the wife need aid. That is discretionary with
the State.

Senator Couzens. In that event, the Federal Government would
tjive $30 to the family.

Senator Wagxkh. To the family; yes.

Senator Coi'zexs. What T am trying to get at is how you arrive at
these figures. What is included in the expenditures of a decent living

when you arrived at $40 a month?
Senator Wagner. I do not recall definitely the specific items. I

suppose they came nearer to subsistence than to any kind of luxurious
living.

Senator Couzens. I want to know what you include, to find out
whether that was adequate or not.

Senator Wagner. Bed and board, I suppose. A\Tiile the study
has not been made b\- me individually, I think uniform conclusions
have been reached by most organizations that have made special

studies. I am relying upon their investigations.

Senator Couzens. I presume we will have witnesses who will
testify how they have arrived at it.

The Chairman. There are others who have studied this question
who will a])pear before the committee, I imagine.

Senator Wagner. Yes. I think we shall be able to get any of
these so-called "social workers" to give you exactly wliat is included
in their estimate, how much for rent, how much for eating, and so on.

Senator Hastings. Senator Wagner, do I understand that if a
State should find itself in a position where it could not raise more than
$15 a month which is admitted would not apply to the requirements-
here

Senator Wagner (interrupting). That is not admitted.
Senator Hastings. I got the distinct hnpression that it took $40*

a month to make a decent living within tlie definition of this bill.

Senator Wagner. I tlimk I said to Senator Couzens that irt

did'erent sections of the country the economic conditions are difi'erent.

Undoubtedly, in some localities, $30 would go further than $40 would
in others. I think it is unwise to fix a uniform amount. If my own
opinion were asked, I should like to give $40.

Senator Hastings. Take a locality where it nuist be admitted
that $40 is necessary to make a decent living, but that the States'
finances were sucli that it cannot raise more than $15 a month to
take care of all the aged people. Are we to uiuh'rstand that under
conditions like that, the Federal Government would not contribute
[anything?
I Senator Wagner. No; you shouhl not understand anything of the
;kind. Undoubtedly the relief administrator would determine, if it

were utterly impossible for the State to make more than a $15 con-
tribution, that the Government will add its $15 to it. The person
would not be left absolutelv abandoned.
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Senator Hastings. But that depends entirely upon the judgment
of tlic administrator.

Senator Wagner. How else can we work it? We have to put
large responsibility somewhere. We cannot sit here and pass upon
each individual case as legislators.

Senator Hastings. Yes; but we could say that if any State con-
tributed $15 they would be entitled to participate in this fund that is

contributed. We could do that, and 1 am wondering whether that

would not be safer than to give to some single person the right to say
that nothing shall be contributed because in his judgment the State
has not done its full part.

Senator Wagner. Well, of course, no administrator would take

such an arbitarry attitude. He would act as in fact has been done
recently. He would try to persuade States to raise a larger sum for

relief, and to use their taxing power for such purposes. But he
would not abandon any State where it has been found utterly impossi-

ble for the State to raise any more. Of course your committee, and
ultimately Congress, must decide whether you want to make a rigid

and fast rule or whether you want to lodge some responsibility else-

where. I think it would be desirable to do the latter.

Senator Couzens. But I do understand that the administrator
\mder tliis bill would not be authorized to contribute the $15 of

Federal money if the State could only contribute $10, is that correct?

Senator Wagner. That is correct.

Senator Hastings. Now, Senator, will you tell the committee how
you arrive at this annual sum of $125,000,000?

Senator Wagner. I do not think that it is enough to take care of

all of the 3,500,000 old people who are dependent.
Senator Hastings. The committee reports it as 3,750,000, doesn't

it? Half of seven and a half million?

Senator Wagner. I am speaking in approximate figures.

Senator Hastings. Yes.
Senator Wagner. At the present time, the State governments are

contributing only $40,000,000 to aid the old people who are destitute.

It is hoped that with this new encouragement by the Federal Govern-
ment, and with the awakening of a public conscience, the States will

make an efl"ort to contribute a larger sum. It is estimated that

$125,000,000 will be about what the States will contribute by next
year. The committee can make its own estimate; and of course the
Federal mone}^ wdll not be expended unless the State matches it.

Senator Hastings. Let me call your attention to the fact if you
have not figured it yourself, that $15 a month is $180 a year, and
if you divide that into $125,000,000, it shows that vou have taken care
of"694,444 people out of 3,750,000.

Senator Wagner. That is true. I should like to make the bill

more liberal. You and I shall not quarrel about that. You have a

great responsibility here in the Finance Committee to determine
how far the Federal Government can go in this matter consistently

with your other expcndiutres.
Senator Hastings. I am not arguing it at all. I am not entering

into argument with you about it; I just want to call attention to this.

Senator Wagner. That is true.

Senator Hastings. If the States should act to the utmost that it

is hoped and expected, and all of these 3,750,000 people should be
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taken care of by the States, the $125,000,000 appropriated would
only allow $83.33 a year to each pei'son, or only $2.78 per month
instead of $15 per month.

Senator Wac.neu. What is the point or (he idea of your incpiiry?

Is the idea that heeause we are not makiiii;- a large enough oontrihu-

tit>n we ought to abandon it altogether?

Senator Hastings. 1 do not want the i)id)lie to get the im])ression

that $125,000,000 annually is going to allow payment to 3,750,000
people of $15 a month. The general impression is that by this appro-
priation, the Federal Government has stated that it is willing to take

eare of all persons (U'er 05 years of age up (o $15 a month, while as a

matter of faet it only takes eare of them up to $2.78 a month.
Senator Wagxeh. 1 do not see how anyone eould have made that

statement, and I do not thiid^ anyl)ody did. This is a new field we
are exploring.

The Chairman. Did you take into consideration, Senator Wagner,
that perhaps some of the States have not passed the pension laws and
perhaps would not get the machinery set up and have this available

for the first year?
Senator Wagxer. The first year the Federal Government is

contributing only $50,000,000. The Senator is talking of the second
year, when we contribute $125,000,000. I am sure that as the ^States

make larger grants, the Federal Government will increase its ai)pro-

priations if necessary to take care of these people.

Senator Couzens. Certainly the implication of the Senator from
Delaware is correct. The impression is that this bill provides just

the very thing that the Senator says, and it is no use fooling the

people that this is going to take place if you are only going to provide
$125,000,000. Let us put the full amoi'int in and tell the truth.

Senator Wagxer. I do not think anvbody is thinking of trying to

fool the j)eople.

Senator Couzexs. I am not charging the Senator with it.

Senator Wagxer. This is a step that no other administration luis

ever taken. There has never l)een such concern for the old and the

neglected in our economic structure. It is for this committee to say
whether to authorize a larger appropriation. If you do, I shall not
quarrel with you, because I think we should have taken tl:is step long
ago. 1 used to say so in the New Yo.k State Senate, but I was a

voice in the wilderness.

Senator Coi'zexs. The Senator and I do not (jurirrel about those

things.

Senator Wagxer. I understand tha*.

Senator Couzexs. What I am trying to point out is that the

Senator should tell us in his explanation of the bill that this $125,000,-

000 is wholly inadequate to carry out
Senator Wacixer (interrupting). I th\uk 1 did, very clearly,

Senator.
Senator Couzexs. Well, perhaps I missed it, then. It is certainly

plain that this bil' as it is written will not c-rry ov.t what the general

public contemplates it will do.

Senator Wagxer. It is much uu):v (liar, is now being paid by the

States.

Senator Couzexs. Oh, yes; I am not talking about that.

Senator Wagner. The States are spending jd out $40,000,000 per
vear now. and we are trvinir to raise this sum so tlv^t the States mav
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pay at least $125,000,000 per year until we get our contributory
system going. Then I think the contributory system will take care

of these people and we shall wipe out this destitute class.

Senator Hastings. The point I had in mind
Senator Wagner (interposing). In Delaware, your pension law

allows you to pay $25 per person, but you are paying only $9 per
person to those you do take care of. Apparently the State of Dela-
ware has not found that it is able to contribute more than $9 per
person per month.

Senator Hastings. You are expecting us to contribute as much
as $15 and I have a notion that you would expect us to contribute at

least $25 if we are going to participate in this at all.

Senator Wagner. I think Delaware can afford it, can it not?
Senator Hastings. That is what I supposed.
Senator Wagner. In spite of the fact you can afford it, you have

contributed only $9 per month.
Senator King. It may be the State is so prosperous it does not

have many people who need it.

Senator Couzens. I was going to make a suggestion. I think it is

a rather prosperous State. I should think it would be willing to pay
more than $9 per month.

Senator Hastings. Senator, you have stated that this is more than
any other administration has done, and this is a step in the right

direction.

Senator Wagner. It is a forward step, undoubtedly.
Senator Hastings. The point I want to make is in this connection,

that it is only a step.

Senator Wagner. Exactly, and I will go along with the Senator if

the Senator would like to go further. I do not think it is quite con-
sistent to say in one breath that we are spending too much, and at the

same time find fault with the fact that we are not spending enough.
I do not quite understand that logic. I wall go along with the Senator
to rnake it a much larger sum if we can provide the funds.

Senator Hastings. Now, Senator, you are here as a witness and
you have done a great job in explaining this bill but you certainly

ought not to object to my questioning you.
Senator Wagner. I withdraw the statement.
Senator Hastings. You certainly ought not to object to my trying-

to find out what is in the bill, without calling my attention to the fact

that I objected to spending so much.
Senator Wagner. That was an impersonal statement. It had no

reference to the Senator at all. I am sure the Senator has never
taken that attitude.

Senator Hastings. I want to call you attention to the fact that if

you take care of what the bills savs it is necessary to take care of,,

namely, 3,750,000 at $15 per month it will require $675,000,000.
Senator Wagner. Yes.
Senator Hasting. I just want to call your attention to that.

Senator Wagner. Yes.
Senator Hastings. And I want to call the attention of the com-

mittee to it.

Senator Wagner. That is right.

Senator Hastings. Now there is one other question that I would.
like to clear up and that is why this tax of 1 percent on the employee
and employer does not take effect until January 1, 1937.
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Senator Wagnkh. Well, it is n troinoiulous task to put into ojiera-

tion a system of this kind, with all the i)rei)aration neeessary.

Senator IIastixcs. Could not it be done by January 1, 1!)36?

Senator Wac.xeh. That is again a matter for the eommittee or

Congress to deeide. It has been the opinion of those who have been
interested in this whole problem that it would take a little longer than
193G to make the necessary preparations. It is a tremendous task,

mind you. We are taking in, as yon know, every manual worker,

and every other worker of the white-collared class who earns $250
or less per month. Also, the annuity measurements are complex.
But, of course, the opinion of the committee governs.

Senator Hastixgs. 1 am correct, am I not, in assuming that every
liousewife who employs one maid will be required to make a tax

return, and every farmer who employs one farm hand will be compelled
to make a tax return?

Senator Wagner. Yes.
Senator Hastings. Well, the bill sa^'s, if you will look at your own

bill, it simply states that every >vorker, with the exception of those
earning $250 a month, is required to make a return.

Senator Wagner. Yes.
Senator Hastings. I want to find out whether that was the intent.

Senator Wagner. A tax return, you mean, with reference to this

particular part of the bill?

Senator Hastings. On the old-age pension.

Senator Wagner. Yes.
Senator Hastings. That is correct?

Senator Wagner. Yes. All these matters are bou k1 to incon-
veaieace some, in order to reach tlie main objective.

Senator Hastings. Have you any idea how many people would be
taxed under that old-age pension, that one-half of 1 percent, v. hich is

somewhere between 40 and 45 millions?

Senator Wagner. Oh, no.

Senator Hastings. You say it would not be that many?
Senator Wagner. I do not think so.

Senator Hastings. There would be some 45,0CO,G0O gaii. fully

emj)l()ved?

Semitor Wagner. A great many of them Viduld receive more than
$250 per month.

Senator Hastings. Not a great lot of them, i.ot niaiiv ncie than
that.

Senator Wagner. Whatever the number may be, they will all be
included. I think off hand it would be iibout 2G millions, but the
Senator may be right.

Senator Hastings. I haven't any (iguies on it, but it would be my
guess it would be 40 or 50 millions.

Senator Wagner. I do not think it would be that many.
Senator Hastings. ^Vhile this tax does not begin until January 1,

1937, the tax for emplo3'ment insuraiicc docs begin January 1, 193G.
Senator Wagner. Yes.
Senator Hastings. Can vou explain wliv one begins in 1930 and

one in 1937?
Senator Wagner. They are entirely se{)arate propositions. We

have discussed insurance so long that we are quite fj.miliar with what
its administration should be. A number of the State legisluturcs are

1 09781)—.35—p-r 1 :•
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meeting this year, and they are ready to inaugurate systems of unem-
ployment insurance. I think that we are ready to step forward with-

out much more preparation. It is not nearly so complex a task of

organizatio 1 a^ the national psiision system.
Senator Hastings. Will you explain the reason why the Federal

employees and the railroads were left out of this?

Senator Wagner. Because they both have retirement systems.

Senator Hastings. Have you any assurance that this retirement
system will be any more effective and the necessary funds to pay
annuities will be accumulated any better than it is under the Federal
employees' system?

Senator Wagner. I think it will be properly administered.

Senator Hastings. Do you happen to know that the Government
is already short $100,000,000 in the amount that the Federal employ-
ees have paid into that fund, to say nothing about their own contri-

bution?
Senator Wagner. The thing to do is to perfect that administra-

tion, but not to abandon the idea.

Senator Hastings. I am wondering why, while we are doing this

great job, we do not put it all in one, why make a distinction between
the Federal employees and the railroads on the one hand and all of

this other great group of citizens constituting the balance of the

United States on the other hand.
Senator Wagner. Through an act passed last year, with which I

had the honor to be associated, there was created a pension system
for the railway employees, and there is no reason for interfering with
it. Now as to the pensions for Government employees, they have
been in development all over the country for years, and should not be
disturbed. I do not know about the criticism that you make. Most
of our State funds in New York are sound. If the criticism is valid

anywhere, corrections in administration should be made. Of course
that does not argue against the desirability of this type of system.

Senator Hastings. Except to this extent, that if the Federal
Government has not succeeded in that small endeavor what assur-

ance is there that it will succeed in this very much greater one, unless

you perfect the system in some form?
Senator Wagner. There may be more efficient administration now.
Senator Hastings. Have you any idea how^ many people it would

require to administrate this old-age annuity plan, the collection of

all these taxes from every housewife and every farmer, and every
citizen everywhere, plus the keeping of the records, and as I under-
stand the bill, it would be necessary not only to keep the amount of
money that the wage earner had accumulated, but it would be neces-
sary to keep a tune sheet of every single worker in the country. I

do not intend to criticize. I am tremendously interested in the thing.

Senator Wagner. You are s!iowing the stupendousness of the task.

Therefore, it might require some little time to prepare for it.

Senator Hastings. Yes.
Senator Wagner. But certainly we should not be frightened by

the stupendousness of the task if wo are satisfied that we seek the
proper objective of social justice.

Senator Hastings. I just want to know if vou have any figures on
it.

Senator Wagner. I am not afraid of that task. Senator.
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SoiiJitor Hastixcs. Have you cjot any figures as to (lie nuinlxM- of

])eoi)lo'

Seuiitor Wacnkk. 1 havtMi't, hut undoubtedly they will be supplied
to the oonuuittee. The same sort of administrative difficulty ai'iru-

ment wms used in New York State when I had the iionor of pro])osin,2:

the workmen's c<Mnpensation law, whieh has become a n'.odel for other
States. But within a year the argmnent vanished, and everybody
reco^xnizcd the law as a great boon and blessing to industry as well as

labor.

Senator Hastings. Have you undertaken in any way to protect

the funds that will be accumulated for old-age pensions by various

industries of the country?
Senator Wagxi:h. We are leaving that entu-ely to each State to

work out.

Senator Hastings. Under this ])lan can a State pass a law that will

protect such industries so that they will not have double taxation?

Senator Wagner. Yes.
Senator Hastings. I could not figure that out.

Senator Wagner. The State may either erect a system of reserves

to be held within each industry, or by particular employers, or they
may have a State-wide pooling system. Of course if you have in

mind jilans \\ hereby the worker, if he leaves a particular employment,
loses all interest in the funds, that is another thing.

Senator Hastings. No; 1 do not have that in mind.
Senator Wagner. 1 do not think it would be veiy desirable to

continue witii that type of system, because that interferes with
freedom of action.

Senator Hastings. I agree with you on that.

Senator Wagner. Every State is at liberty to select whatever
system it chooses, so long as certain standards that we select are

complied with.

The Chairman. Are there any other questions, gentlemen, of

Senator AVagner?
Senator King. Senator Wagner, 1 was interested in one statement

that you made relative to the savings in the banks of the United
States. My recollection is that a recent publication indicated that of

the 50 billions of savings in the savings banks of the United States,

State and national, more than 45 billion dollars of that huge sum
had bee-i deposited by persons, the aggregate of whose savings was
$500 per person, that is, who did not exceed that, it was from $10 to

$500, indicating that substantially all of the deposits in the savings
banks today were by persons of limited means and small Wiige earners.

1 was woiidering if ycui had some data on that.

Senator Wagner. That may be so, but there is a large proportion
of our population that never has an opportunity to save anything.

Senator Couzens. Will the Senator indicate where the reference is

that the savers have $50,000,000,000 in the banks?
Senator Ki.ng. I saw it in some newspaper recently.

Senator Wa(;xer. I do not think anybody denies that there is an
unfair distribution of income.

Senator Couzexs. 1 think that is ture, but I doubt whether the
workers have $50,000,000,000 in the savings banks.

Senator King. 1 did not say that, 1 said there were $50,000,000,000
in !;ic* s.i vine's banks.
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Senator Couzens. With an average of $500?
Senator King. Yes; and the average was $500.

Senator Couzens. I was wondering where the Senator got the

record from, because I would like to have that checked up. I think
the Senator probably got the wrong information.

Senator Wagner. About 22 or 23 percent of our families in the

United States are never able to save a dollar, and 30,000 wealthv
families have as much income as nearly 12,000,000 poor families.

Senator Couzens. That may be, but, Senator, the proposal is to

help the needy old now?
Senator Wagner. Yes.

Senator Couzens. "What definit on has the Senator arrived at so

as to determine the need?
Senator \'\'agner. May I state. Senator, to clarify my answer, that

even under the contributory system there are some, who are going

to retire soon, who will receive an income more than an earned
annuity.

Senator Couzens. Without regard to needs?
Senator Wagner. Yes; because they are contributing.

Senator Couzens. That part is without regard to needs, but there

is anotlier scheme, as I understand it, to take care of the needy.
Senator Wagner. The needy who are now too old to contribute

into a fund and are not eligible to join a fund will be helped by the

pension-subsidy plan.

Senator Couzens. ^\llat I am trying to get at is your definition of

need, to take care of as a group. What is your definition of "need"?
Wliat is your definition of it?

Senator Wagner. W ell, it is what is needed by a person of that age.

Senator Couzens. Yes.
Senator Wagner. Enough to care for him decently.

Senator Couzens. That covers the prior question that I asked.

Senator Wagner. Yes.
Senator Couzens. Now, I am getting at as to how it would be

determined that you needed any aid if you applied for the old-age

pension.

Senator Wagner. The State would provide means tests itself for

that purpose.
Senator Couzens. We are not going to involve ourselves in that at

all before Vve make a contribution?
Senator Wagner. Well, judging from what the States have done

heretofore, thej'^ haven't nearly met their obligations to take care of

the need3^
Senator Couzens. That might be true, I admit that.

Senator Wagner. wSome of them have filed reports.

Senator Couzens. What I am trying to get at is what in your
opinion would be a need. Would it be a case where the children

had ade(iuate means to take care of the parents and the parents them-
selves did not have any at all? Just how would you arrive at that
need?

Senator Wagner. I take it there would be some inquiry made to

ascertain whether a person is so destitute as to need the aid of the

State.

Senator Couzens. I know cases wiiere children of wealthy parents
who themselves did not have much, have applied for Home Owners'
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Loan Corporation loans and tho corporation doniod the loan becauso
tlio conditit^i of tho families as a wliolo made it such that the aj)pli-

cant was not in immediate need for relief. Now, would that be one
of your interpretations as to the need of contributions to an old-aged
person?

Senator Wagner. 1 can only say that in New York State where
parents are destitute, and it is found that the income of the children

is more than suflicient to care for the parents, we compel the children

to contribute toward the support of the parents.

Senator Couzens. Then you do not make any contribution in that
case at all?

Senator Wagner. Wc do not, but wo see that they are pro\aded
for.

Senator Couzens. Yes.
Senator Wagner. Where there are wealthy children who have just

deliberately refused to take care of their parents, we make them do so.

But there are not many such cases, for most children are loyal to their

l)arcnts, and care for them if they can.

Senator Couzens. That is the point I am bringino; up.

Senator Wagner. There is now a new class of needy added to the

aszod, because children have met the same disaster as the result of the

depression as the older people. Now, to have added to their own
burden, that of carins: for their parents, has resulted in many cases in

livinij in poverty and all of the consequences of poverty.
Senator Couzens. Yes, I understand that. I am trying to get the

extent of the Senator's study. I know his sympathies in the situation.

Senator Tv'agner. I have tried to exercise business common sense,

Senator. I do not allow my emotions to carry me away.
Senator Couzens. We never think that we may be in error ourselves.

Senator Wagner. I do not think it a difhcult fact to ascertain,

whether a person is actually in need of State aid or not. We are doing
that every day now on the relief rolls.

Senator Couzens. ^\^lat I am trying to get at, so that the public
and Congress will understand, is just what the effect of this is going
to be. The Senator knows I am entirely in sympathy with his

legislation.

Senator W^agner. I know j^ou are.

Senator Couzens. I want the country and Congress to understand,
if they can, in what direction they are going and how they are going
to proceed. For example, assume the Senator is taking care of his

parents
Senator Wagner. I wish they were here so 1 could.

Senator Couzens. I am just using a hypothetical case.

Senator Wagner. Yes.
Senator Couzens. Assume the Senator says to his parents, "Now,

you can get off my hands by going and ap|)lying for an old-age
pension", would they be eligible for Federal contribution?

Senator Wagner. An incpiiry would be made, and undoubtedly
the children who can take care of their i)arents will be compelled by
State action to do so.

Senator Couzens. And there would be no Federal contribution?
Senator Wagner. There would be none in such cases.

Senator Couzens. That is what I wanted to know. We will have
to deal with all kinds of human beings and not only the average.
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Senator Wagner. Yes.
Senator Hastings. There is a provision somewhere in here, as I

recollect it, that the State shall certify that a person is not made
ineligible merely because he holds as much property as $5,000. Isn't

that in this bill somewhere?
Senator Wagner. It is not there. It was originally.

Senator Hastings. But it is not in this bill?

Senator Wagner. No. A person might have a piece of property
which, if it could be sold, might be worth $5,000, but if it is utterly

impossible to dispose of that piece of property and if he has no income^
you are not going to leave liim lying in that particular lot.

Senator Hastings. I though it might throw a little light on any
question that Senator Couzens asked.

Senator Wagner. That is in the report, not in the bill.

Senator Hastings. It is in the report, not in the bill itself?

Senator W^agner. Not in the bill, because I do not think it is a
fair test.

Senator Couzens. I quite agree that a man might have a home and
not have a nickel to buy food with.

Senator Wagner. That is it exactly.

Senator King. Senator, the purpose is not to have the Federal
Government supervise the action of the State, or to deny the State-

the power which it now exercises in dealing with its own residents.

Senator Wagner. Not at all.

Senator King. It is really to supplement?
Senator Wagner, To supplement their effort in that direction.

Senator King. And to stimulate a case where they have not made
ample provisions to enact legislation more human in character,,

calculated to care for the needs of the people?
Senator Wagner. Exactly.
Senator King. And the adniinistration, so fnr as it is possible, is

to be left to the States?
Senator ^\ agner. Yes. I imagine that the subsidies for a while

will increase. But once the contributory system of insurance is on
a sound basis, there will be relatively little need to care for the old
in the manner that we are required to care for them xiow.

Senator Hastings. Senator Wagner, I would like to inquire
whether any thought was given to connecting this annuity for old-

age pensions with the unemployed. I had this in mind: If this

annuity, this forced saving by the employer and employee were paid
into a fund under this bill for the purpose of taking care of them in

their old age, whether it might not be better to combine the whole
thing aiul then, under certain conditions of unemployment, to per-
mit them to draw on that accunudated fund as long as some l)oard

which was acquainted with their condition found it was necessary.
I can understand how that would destro}', in a measure, that old-
age pension.

Senator AA agner. I think wo are using other methods for that
puri)ose. In the first place we have unemployment insurance to take
care of tlie unemployed, for a ])eriod of time at least.

Senator Hastings. That is only a period of 15 weeks.
Senator Wagner. No, sir. It depends on the liberalit}' of the

State. In all, we have pensions and insurance to take care of a person
in old age, we have unemployment insurance to take care of him when
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ho is toniponirily out of work, Jind in addition, wo havo a public-

works program, which is to absorb tho unonipk\ved when industry is

shick. Now, witli that threofohl pro<rrain, wo ou«;ht to provide for

jirctty nearly ovorvono.
President I loovor siijned a bill I fought for during several years,

which created a stabilization board, but unfortunately he did so in

tiie midst of the dejiression. The i)urpose of that board was to prepare

a public-works program ti years in advance. The director was recjuired

to keep in touch with economic conditions. Tho idea was that just

as soon as the barometer of business is coming down, we go in with

our i)ublic-works program, and as the barometer goes up again, which
means that private industry is beginning to pick up, we retard our

public construction. It is that program that is called employment
insurance. You have employment insurance, you have unemploy-
ment insurance, and you have old-age insurance and pensions. I

think that three-part program will be a tremendous step in bringing

about economic stabilization and regularization of employment and
security in old age.

Senator Couzens. Would the Senator object if we divided this up
into ditlerent bills to accomplish the different purposes?

Senator Wagner. Senator, we are passing $4,000,000,000 in

apjiropriiitions, as I understand it, by a separate bill. But it must
all bo coordinated by a sympathetic administration.

Senator Couzens. That is not what I was trying to get at. Senator.

I was thinking about your particular bill. It seems to me we are

more or less in confusion because there are more than one different

activities contemplated in your bill.

Senator Wagner. I do not see wdiy we cannot discuss them if they

are all in one bill, just as well as if tliree bills were on the table at

the same tune, since they are corelated. I should prefer, if you ask

me for my opinion, to have them in one bill.

Senator Couzens. All right. I just want your opinion.

Senator Hastings. The advantage in having them separate is that

some people might want to support one and not support the other.

I suppose the advantage, from your point of \aew, is to have them
vote for all of it or be charged with being against all of it.

Senator Wagner. Not at all. You have got vour chance to

amend tho bill on the floor. You do not want to ascribe such sinister

motives to me, do you?
Senator Hastings. No, no; not at all. Somebody higher up than

you, ])eiiiaj)s, is what I had in mind.
Senator \Vagneu. There is not anyone higher, so far as my actions

are concerned.
Senator Hastings. Senator, I want to ask you one other (jucstion.

You made a statement a moment ago that the State may do more
than that. Is it contemplated under this bill that the State shall

use more for unemi)loyment insurance than is paid by the industries

and farmers and other people that have to pay this 3-pcrcent tax?

Senator Wagner. I am sorry. I do not grasp your question.

Senator Hastings. I got the impression that this bill undertakes

to force the States to enact unemployment insurance laws in order

that that State may get 90 percent of what is collected from that

State.
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Senator Wagner. Of course you know the purpose of that. There
are many States, Senator, who want to pass unemployment insurance
laws, since they know they benefit the worker and eventually all.

But none of them, outside of Wisconsm, has dared to talk plainly,

because they were afraid of the comparative disparity between the
States. In one State the cost of production would be increased by
the amount of contributions into an unemployment insurance fund,
and they were afriad that an adjoining State which was not as pro-

gressive and refused to pass an act might have a competitive advan-
tage. To put all States on a parity we provide this tax, so that if

a State refuses to pass a law it hasn't that advantage gained by a low
standard. That is the purpose of the act.

Senator Hastings. You got off the point that I intended to inquire

about. Under this bill does a State get back all that the people in

that State pay, under this 3-percent tax?

Senator Wagner. 90 percent of it.

Senator Hastings. 90 percent of it?

Senator Wagner. Yes.
Senator Hastings. That goes back to the State?

Senator Wagner. Yes.
Senator Hastings. Is it contemplated that the State shall, in order

to maintain a proper unemploymet insurance plan, contribute an}^-

thing other than comes from that 3-percent tax, 90 percent of Avliich

goes back to it?

Senator Wagner. That depends on for what period it is proposed
that the worker shall have unemployment benefits. That is a matter
for the State to decide.

Senator Hastings. In other words, assuming that the 3-percent tax

would run to $5,000,000 for a State and you leave that entireh^ to the

State legislature, as to whether they shall increase that by some other
kind of a tax of their own?

wSenator Wagner. It may require larger contributions of employers,
or it may require employees to make contributions, or the State may
decide to contribute something itself.

Senator Hastings. That is what I mean.
Senator Wagner. As most of the European countries are doing.

By the way, Senator, you know that we are the only industrial

country in the world that hasn't an unemployment insurance.

Senator Hastings. In other words, the State may bring that

amount up to whatever the legislature cares to make it?

Senator Wagner. We wanted to give the State freedom of. action

in that regard. There is some sentiment for doing it all nationally,

however.
Senator Gerry. As I understand, the Senator's attitude of turning

as much of this over to the States to administer as possible, is on the

theory that the State, being so close to the situation, would under-
stand their local situation better and would give better administra-

tion.

Senator Wagner. There is another reason. Senator. We are ex-

ploring a new field, and I think it much better to have the 48 States

as laboratories for the testing of different systems, just as in work-
men's compensation laws. Out of these tests will emerge one system
superior to the others, which all the States will adopt.
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Senator Oeuhy. As I undorstniul tlio Sonntor's theory, then, he is

goin*: on the sound principU^ that the nearer you ean get it to the

h)eal coinniunity to aihninister the more efficient that administration
shouhl l)e.

Senator Wagxeh. Yes.
Senator Hastings. Then 1 wanted to inquire why tliat same rule

<h)es not apply to the old-age pension plan and the annuity system.
Senator Wagner. That is an entirely different proposition, of

course. That takes in every workman in the coimtry. It can easily

he made unified without any difficulty.

Senator Hastings. Isn't it a fact that it affects every person and
that is all the more reason why you should not divide this great job
of collecting the ta.\ and administering this law, by keeping all these

records, this savings fund record of every individual, is not that all the
more reason win' that should not be left to the States also?

Senator Wagner. No; it is not any reason at all. Are you in

sympathy with old-age pensions, or an old-age insurance system?
Senator Hastings. It would not make any difference in your

answers, would it, to me?
Senator Wagner. No; but I would understand your questions

better. You remember the income tax. The same argument was
used: "My heavens, what a tremendous machinery you are going to

set up to collect the income tax, therefore we should have no income
tax." That sort of argument does not appeal to me, if the objective
is a worthy one, and a necessary one.

The Chairman. ^Senator Wagner, I want to ask a question. There
has just been handed to me a copy of today's Washington Daily
News in which there is an article written by Air. Robert Horton, in

which article, in large letters it says, "F. D. wants changes in social

security bill." It reads:

President Roosevelt himself demands several major changes in the economic
security hill, before Congress, it was reported todaj'. Senate Republicans opened
fire on the measure.

It was said that he would not sign the bill as it stands, though it was introduced
as an administration measure.

I wanted to ask you if you have any knowledge of any such move-
ment upon the part of the President.

Senator Wa(;ner. I have not.

The Chairman. 1 might say that you have been very close, with
reference to the drafting of this legislation

Senator Wagner. Yes.

The Chairman. And, I might say, too, that so far as I know, I have
never heard of any such proposition as that.

Go aiiead, Senator Black.
Senator Black. Senator, I wanted to clarify my mind as to one

statement you made in reference to the old-age pension insurance.

I want to ask one or two questions about the method of getting the

money. I wanted to be absolutely sure. As I understand it, under
the unemployment insurance, the State, whether it wants to do so or

not, even if it desired to raise this money by income taxes and inheri-

tance taxes, would be compelled to have a tax raised in that State in

the method set out in this bill?

Senator Wagnfr. The P^ederal Ciovernment raises that tax.

Senator Black. Yes; but the State has no way of relieving itself

of that particular tax?
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Senator Wagner. No; except that the emplo3"er is given credit

for any sum which he contributes into a fund.

Senator Black. So even if a State desired, in an effort to try to

correct the maldistribution of income, as you have set out, even if it

desires to do so by an increased inheritance tax and an increased

income tax, it would be compelled to accept this method of raising

the money to the extent as is set out in the bill?

Senator Wagner. You mean that the fund used as unemployment
insurance shall be supplied b}" the imposition of a tax by the State

on all the people?
Senator Black. As 1 understand it, it is supposed in this bill to

impose a 3-percent tax on the employer.
Senator Wagner. Yes.
Senator Black. And so much on the employee.
Senator Wagner. The theory, Senator, is that either the employer,

or employer and employee, or the employer, employee, and the State,

may contribute into the State fund.
Senator Black. Yes.
Senator Wagner. Depending upon the decision of the State.

Senator Black. Yes.
Senator Wagner. The 3 percent may not be sufficient for an ade-

quate State fund.

Senator Black. Yes; I understand that. I want to be absolutely
clear. It is my understanc ing of the bill thf.t there is no prevision foi

Federal aid as Federal aid, out of the Federal Treasury, by reason of

Federal tax-raised money, except as it is included in the mcney which
is raised by tliis 3 percent tax.

Senator Wagner. No; there isn't. You see, we keep 10 percent of

that, and 98 percent of that 10 percent we are giving back to the
States for the administration of their uneiiiployment-insurance laws.

Senator Black. I want to get clear on each one of these points as

we go along?
Senator Wagner. Yes.
Senator Black. That unemployment insurance dees not provide

for Federal aid as we understand the term "Federal aid" in laws
heretofore enacted?

Senator Wagner. Except for administration costs.

Senator Black. Yes. And that is limited to the 10 percent of the
fund raised by the 3 percent of the tax.

Senator \\ agner. That is right.

Senator Black. So that insofar as the effect upon the maladjust-
ment of incomes is concerned, the unemployment insurance cannot be
said to touch it, can it?

Senator Wagner. Unless you say that requiring the employers
alone to contribute into the fund may effect the distribution. Of
course, I have other ideas to effect the matter of distribution.

Senator Black. Yes; 1 understand.
Senator Wagner. I am coming along with my labor dispute bill.

Senator Black. Yes. Let us talk now about imemployment
insurance. Say that we have a system in which the money was
wholly raised, so far as the Federal Government is concerned, by
taxing the employers. Now, is there any difference that you can see,

insofar as the ultimate effect of that tax is concerned, between that
kind of tax and a manufacturers' sales tax, as to who eventuallv pavs
it?
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Senator Waoxeh. Oh, yes; a vorv vast didoronro.

Senator Black. Would not it necessarily entei- into the price of tiic

articU^'.'

Senator \\ auneu. It may, hut some of it will have to he ahsori)e(l

by the enii)loyer. Besides, if workers are in a position to demand
their fair share of the profits of industry, they will adjust that figure.

Senator Black. 1 fully agree with that, hut I want to go further

on siMue other line.

Senator WAciXEir 1 think we are going to do that.

Senator Black. As 1 see it, I could not see where there was any
dilference between the manufacturers' sales tax that imposes a tax

on the manufacturer and the tax that is placed on the employer
through the enactment of this bill, which also imposes a tax on the
manufacturer.

Senator Wagxeh. That has not been the experience of other
countries, Senator.

Senator \A alsh. Isn't the employer's tax simply a tax on his

pay roll?

Senator Wagner. Yes.
Sei'stitr Walsk. While the sales tax is a tax upon the finished

prodi! I , including the cost of the raw^ material, the cost of production.
Senator Black. It has the ultimate effect of increasing the cost to

the ulthnate consumer.
Senator Wagxer. It is not a significant factor, as that small tax

up<in the pay rolls is a very small part of the cost of production.
Senator Black. So if we favor the idea of a Federal subsidy, be-

lieving that it is necessary by reason of the concentration of the
products of labor i r.d capital, and favor the idea of having this more
imiformly raised throughout the country, it would be necessary to

change t he bill, wruld it not?
Senator Wagxek. Yes.
Senator Black. Insofar as a direct Federal subsid}' is concerned,

from the P>deral Treasury.
Senator Wagxer. Yes.
Senator Black. Now, may I ask with reference to the old-age pen-

sions. As 1 understand it, it is idtimately intended that in the main
that fund shall likewise be raised by contributions from the employer
and the employee?

Senator Wagxer. Ultimately, but probably until 1980, and begin-
ning with 1965, the P>deral Government will begin to make a contri-

bution to that fund, for the reason that from now until then the older
or middle-aged workers who join that fund will get more than an
earned annuity. It is only fair that those men in middle age should
not suffer because they have been neglected so long. It is estinuited
that tliose who begin payments in 1957 will get only what their

annuity will amount to. liut for a period of tiii.e the Government
makes a very substantial contribution.

Senator Black. It is $125,000,000 the second year.
Senator Wagxer. No, no; we pre talking about different things

now.
Senator Black. Cld-age pensions we are talking j'.bout now.
Senator Wagner. You ai'e talking about the matching proj)osition.

I thought you were talking al)out the compulsory jiroposition.

Senator Black. Yes.
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Senator Wagner. We have two plans. We have the old-age
pension, which is to take care of those who have now reached the age
of 65, or who will within the next 5 years reach the age of 65, and who
are destitute. In those cases we aid the States by matching them up
to $15. Then we have a compulsory contributory insurance system
by which the worker and the employer contribute a certain percentage
into a fund, and all those who are below 60 in 1937 may join. Now,
if those who are 59 in 1937 join they retire in 1943, and the amount of

their contribution would give them practically notliing, maybe a dollar

or two dollars a month. In order to make up the difference between
what such workers receive and what they contribute, the Federal
Government contributes. But the Federal Government does not
begin to contribute at once, because the younger people for a period
of time will pay in enough to take care of the pensioners as they arrive

at the age of 65. But the time will come when the Federal Govern-
ment will give very substantial sums, over a billion dollars for some
years.

Senator Walsh. Per j^ear?

Senator W"agner. Per year.

Senator Walsh. I heard it stated that the sum that will have to be
finallj^ accumulated to pay the annuities in 1957 will amount to

$55,000,000 a year.

Senator Wagner. It may amount to that, but that is not, it seems
to me, the important thing.

Senator Walsh. It is important for us to know what the investment
is going to be. It is important to know how that fund is going to be
invested.

Senator Wagner. The Federal Government, through the Secretary
of the Treasury, has control and management over that.

Senator Walsh. I mean whether or not our Government bonds
will have securities enough, whether there will be secin-ities enough,
in the country to protect a fund' of that size. That is important.

Senator Wagner. We do not make any contributions until about
1965. This also is a question for the committee to decide, whether
you w^ant to take care of the people in middle age who have had no
chance yet to care for themselves. We have got to take care of them
one way or another. If you do not take care of them out of this fund^
you are going to have to take care of them under the other system.

Senator Black. May I ask you something that I wanted to ask
you a while ago? In regards to the $15 you said it is the intention,

although it has been pointed out if all the pensioners should be placed
on the list, matching the amount, it is vour understanding that this

bill ^

^ '

Senator AVagner. Mind you, we are talking about people that
have reached the age of 65, or who will, within the next 4 years, reach
the age of 65. We are talking about no one else.

Senator Black. Yes.
Senator Wagner. There is a surprisingh^ large number of those,,

over three and a half million, in the United States, who are absolutely
destitute, and somo of whom have dependents.

Senator Black. What I want to know is, this $50,000,000 contri-
bution from the Government, is it your idea that if this appropriation
which is made is not sufficient for the Federal Government to match,
it 50-50, that the appropriation shall be made sufficient to match it

50-50?
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Senator Wagnek. Absolutely.

Senator Black. So that irrespective of the (|uestion that Senator
Hastings asked, the hill which is conteniplated. and the plan con-

templates that the States that award this pension shall have allotted

to them $15 to aid them in payino; it?

Senator Wagxkr. Exactly. And, Senator, up to the present
time there has been such a laxity on the part of the States that today
they spend only $40,000,000 per year for that purpose. As I

j>ointed out. some of the States give only $9 per person, and some
give nothing. You know that there are only 28 States that have any
kind of pension laws, and they are inade(iuate.

Senator Black. In order to give them the proper incentive, of

coui'se, it is necessary for them to know that they will have tlieir

funds matched to the extent of something.
vSenator Wagxek. I think Congress will respond to tne extent tiiat

tbe State makes provision for these old people. I am sure that for

tliese people the Federal Government will match the contributions
that the States make.
Senator Black. Now, on the second part of the plan, with reference

to tlie old-age contributory system, is it contemplated, when this

goes into effect, the contribution shall make the total payment or

that the Federal Ciovernment, through its tax-raising ability, shall

grant a subsidy to aid in it?

Senator Wagnek. That is what I tried to explain. That does not
come right away, but it will have to come eventually. Wliile the
Government assumes the obligation each year to make up the differ-

ence between what the older men get and what they have paid in,

the Government will begin ])aying into the fund only when necessary
to maintain its reserves. Ihat will be about in 1965.

Senator Black. And 1 think vou said in 1980 it wall reach $1,800,-

000,000.
Senator Wagner. Yes.
Senator Black. And eventually it \vi\\ be between 3 and 4 billion,

and that will be in the nature of a Federal subsidy.
Senator Wagner. Absolutely, or contribution. If you want to say

subsidy, it is all right, but I prefer tiie word "contribution."
Senator Black. P^ither one. That ^s insofar as old-age pensions

are concerned, as distinguislied from imem])loyment insurance. This
is on the old-age pension plan, which contemplates Government
assistance.

Senator Wagner. That is so, but there is coming a time when the
Government will not need to make any contributions to tlie old-age
fund. Those who join the system after 1957 will earn the annuity
that they secure.

Senator Black. Then so far as that is concerned, if one believes in

the jii'inciple that those who earn what is called a "surplus" income,
more than enough to buy the consumable goods which are essential
for reasonably comfortable circumstances, that the only way to raise

that would be by some other method other than the 3 percent of the
employers, the contribution from the employers and employees, would
it not?

Senator Wagner. The 3 percent for unemployment insurance?
Senator Black. I am speaking of both of them, as far as both of

them are concerned, as far as the tax-raising feature is concerned.
Ihat is one of the vital features in the bill.
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Senator Wagner. Senator, may I say this: There is nothing to

prevent the States, in order to have more liberal periods of paym.ent
for imeiiiployment, to irake a contribution itself?

Senator Black. That is true.

-Senator Wagner. Eusriand does, and so does Germany.
Senator Black. Of course, we are familiar with the fact that in our

economic system it is not always necessarily the locality that produces
the most wealth that is the most wealthy. It may be produced in

cities in som.e States, like some of them in the State of Arizona, and
some of them are not exceedingly wealthy.

Senator Wagner. Yes.
Senatnr Black. So if we apply a uniform taxation system upon

the wealth that is produced, it is not possible for us to recognize the

county lires or the State lines, so far as fair and uniform taxation is

crncemed fcr the Nation.
Senator Wagner. Yes; well, we do not recognize them, you know,

in our pcvrer to tax.

Senator Black. If we adopt an unen^ployment-insurance system
that lin its each State to the tern s within its own State that would
igrcre the tleciy, if it be a theory, and I think it is a fact, that it is

not ah^ays the State that produces the most that has the most
ability to pgy.

Senatnr Wagner. Of course, I have a difl'erent method of secm-ing
the distribution, a better distribution of wealth.

Senator Black. I am with 3^011 on the other, too.

Senator Wagner. Yes.
Senator Black. At the same time there can come this feeling of

paying everything to the local comxmunities, or attempting to impose
more on the local communities than they can bear, and that must be
met with the economic fact tliat it is not always the local community,
the local community does not always have the abilit}^ to bear it, even
thougli the people may work harder.

Senator Wagner. I do not think we have reached the point where
we can say that unemployment insurance should follow the same
standard in every section of the country.

Senator Black. I agree with that.

Senator Walsh. In other words, all the wealth in the world is not
created by the people in New York.

Senator Black. That is correct. That same thing might be true
in many localities.

Senator Walsh. Probably Alabama is producing some of the
wealth of New York.

Senator Black. Or some of it might come from Massachusetts.
Senator Wagxer. I am used to tluit sort of thing. We make our

contribution. Our State stands as high, if not higher, than any other
State in the Union, so far as social welfare and protective legislation

is concerned.
Senator Black. I think the Senator is absolutely correct.

Senator Hastings. Senator Wagner, there is one provision in here
as I recollect it, which provides that this tax paid by the wage earner,
accumuhited with interest maybe over years and before he reaches
65, if he dies, shall be returned to his estate.

Senator Wagner. To his dependents.
Senator Hastings. It is not true, is it, that it depends upon whether

he has dependents? It goes to his estate.
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ECONOMIC SECURITY ACT

WEDNESDAY, JANUARY 23, 1935

United States Senate,
Committee on Finance,

Washrnr/ton, D. C.

The committee met, pursuant to adjournment, at 10 a. m., in the

Finance Committee Room, Senate Office Building, Senator Pat
Harrison, Chairman, presiding.

Present: Senators Harrison (chairman). King, Barkley, Connally,
Gore, Costigan, Byrd, Lonergan, Black, Gerry, Guffey, Keyes,
La Follette, Metcalf, Hastings, and Capper.

The Chairman. The committee will be in order.

Mr. Witte, will you please give your name in full so that the record
will show it, and also something of your background, so that the

committee will know what it is.

STATEMENT OF EDWIN E. WITTE

Mr. WiTTE. I am the executive director of the Committee for

Economic Security. My background in short is this: After completing
college—I am a Wisconsin man—I was secretary to a Member of

Congress for 2 years during the first part of the Wilson administration.
Then I was a special agent for the United States Commission on
Industrial Relations, in 1914 and 1915; then secretary of the Indus-
trial Commission of Wisconsin for 6 years. From 1922 to 1933 I was
ciiief of the Legislative Reference Service of the State of Wisconsin,
I have been connected also with the University of Wisconsin since
1920.

Immediately before coming down here I was director under the
unemployment compensation act of Wisconsin, the first unemploj^-
ment compensation act in this country.

I have been with the committee since its organization in the
summer, and I am, as stated, its executive director.

The Chairman. And you were consulted in the drafting of this

legislation?

Mr. Witte. Certainly.

The Chairman. You know the inside of it pretty well and were in

all of the conferences that led up to it?

Mr. Witte. Yes, sir.

The Chairman. I wish you would tiik(> the bill :nid in your own
way make an explanation of it, Mr. Witte. I may say, for tJie benefit
of the connuittoe, that Miss Perkins was scheduled to be here this

morning, but she did not quite finish her testimony before the House
Ways and Means Committee. She will not be there long this morning
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32 ECONOMIC SECURITY ACT

and will be here presently, and when Miss Perkins comes we will ask

Mr. Witte to desist and the committee will hear Miss Perkins.

You may proceed in your own way, Mr. Witte.

Mr. Witte. This bill, as undoubtedly has been explained to you, is

the outojrowth of the President's message of June 8, and as stated in

the President's message transmitting the report of the Committee on
Economic Security the bill concerns itself with four major subjects:

unemployment compensation, old-age security, security for children,

and provisions for the extension of public-health services. On a fifth

subject in which the Committee has been interested, health insurance,

it at this time makes no report. It will probably make a supplemental
report at a later date. It is engaged in that study in cooperation with

committees from the medical and related professions.

This bill is concerned with economic security, but does not repre-

sent all of the administration's program on economic security, but
should be regarded as a companion measure to the public-works
resolution now pending in the House. The Committee on Economic
Security in its recommendations places first the matter of employment
assurance, stressing that the most important safeguard against the

major hazard lies in the stimulation of private employment and the

provision of public employment when private employment is not
available; in other words, the work program is a part of the economic
security program. This bill deals with parts of the economic security

program other than the work program.
By way of introduction, I would like to say, further, that the pur-

pose of our committee is to be helpful to you. Our thought is to

present the problem to you and the conclusions we have reached, not
as necessarily final conclusions, but to explain why we reached these

conclusions and to discuss other possible alternatives. Our sole

motive is to give you the entire picture, and we will be glad to assist

in any way and in any manner that we can.

With that, I want to pass to the first subject dealt with in the bill,

which is old-age security. Old-age security is dealt with in title I,

also in title III, title IV, and title V, but before going into the detailed

provisions of the bill, I would like to present the factual background
of this proposed legislation. There are at this time somewhere in

excess of 7,000,000 people over 65 years of age, the last census dis-

closed 6,600,000. This is 5 years later, and the number is now well
in excess of 7,000,000. There are over 4,000,000 over 70 years of age.

There are an estimated 11,500,000 people over 60 years of age.

Senator Connally. Are you speaking now of both sexes?
Mr. Witte. Both sexes. There are slightly more women than men.
Senator Gerry. How many of those do you figure are unemployed?
Mr. Witte. We have tables on that. " Gainfully occupied", as this

term is used in the census, is the nearest data we can give you. Of
those who were 60 and over in 1930, 4,100,000 were gainfully occupied.
The nuijority, the largest number of them were farmers, and 1,000,000
were reported in manufacturing industries. "Gainfully occupied"
does not mean employed. It means both the employees, the self-

employed, and the proprietors.

Senator Gerry. That is, over 60?
Mr. Witte. Over 60. Over 65, 2,200,000 were still gainfully

occupied. Over 70, not (piite 1,000,000.
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Senator Cierky. Thou ycni linvo uot nnv (i<ruros as to how many
over (>') wore inionii)loyo(l?

Mr. WiTTK. I'noniployod?
Senator (iehhv. Yes; unemployed or unable to earn a living; or

receivinir aid.

Mr. WiTTK. Yes; 1 have that. 1 will come to that in a moment,
Senator, if 1 may.

Senator Costigan. Are tlie hgures you have used derived from the

census?
Mr. WiTTE. Yes; that is, srainfully (H'cupied. I thought that is

what the question related to.

The Chairman. ^Vhat do you mean by "gainfully occupied"?
Mr. WiTTK. That is a census classification. It means people who

are working for a financial return, the people that work for them-
selves or for others. It uicludes farmers, all the business men, the

professional people—everybody who works for a monetary considera-

tion. It does not include the housewives.

Senator Connally. As of what date would that be?

Mr. ^VITTE. The census of 1930.

Senator Connally. Are those figures reliable as of this date?

Mr. WiTTE. I think approximately so. The term "gainfully

occupied" has no reference to whether they were actually working
at that time. This is the question which the census taker asks,

"What are you doing?", and a man who was not working at that time

still answered, "I am a machinist", and he was put down as "gain-

fully occupied", or he answered, "I am a carpenter", although he
might have been out of work. "Gainfully occrpied" includes all of

the people who thought of themselves as still lei. g in the employment
jucture.

In that connection, Mr. Chairman, and members of the Committee,
1 would like to submit
Senator Gore (interposing). Those who regard themselves as

employed, whether they were employed or not—that sort of a picture

does not seem to be related to reality, does it?

Mr. \ViTTE. It is the best picture we have of how many farmers

there are, for instance, how many carpenters there are in this country,

and so forth.

The Chair.man. Have you other data there showing the unem-
ployed over the age of 65?

Sir. WiTTE. I can get you that data on unemployed. I have data
showing the number of people that were on relief over 65, in need of

support at this time.

The Chairman. To clarify it in my own mind, you said there were
how many in this country over 65 years of age?

Mr. WiTTE. Over 7,000,000.

The Chairman. And that in the census of 1930, which showed that
there were somewhat more than 4,000,000 who were gainfully occu-
pied?

Mr. \ViTTE. Yes.
The Chairman. That would show there were 3,000,000 that were

not gainfully occupied?
Mr. WiTTE. Yes. At that age.

Senator Gore. I thought you said a little over 2,000,000 gainfully

occupied, over 65?
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Mr. WiTTE. Yes. I wisli to correct myself on that point. Among
those over 60, there were 4,000,000 that were gainfully occupied.

The Chairman. Let us get the figures for those at 65.

Mr. WiTTE. At 65 there are over 7,000,000 people at the present

time, and according to the census of 1930 there were 2,200,000 who
were still "gainfully occupied."

Senator Guffey. How many over 65 are on the relief rolls?

Mr. WiTTE. Approximately 700,000 at this stage.

Senator Connally. Would that classification include people over
65 who are not occupied at all but who do have an income from
previous occupations?
Mr. WiTTE. No. It is this (piestion of "Wliat is your occupa-

tion?" which the census taker asks everybody.
Senator Black. As a matter of fact, we have not now and never

have had thoroughly reliable statistics on those employed and those
unemployed, have we?
Mr. WiTTE. No, sir.

Senator Costigan. Or of those who are employed part time?
Mr. WiTTE. No, sir.

Senator Costigan. The figures you have given are the nearest and
latest approach to any information which we have on that subject?
Mr. WiTTE. On the subject of how many people were "gainfully

occupied", using that census term.
Senator Black. Is the committee making any recommendations

to attempt to obtain information which is authentic and reliable?

Mr. WiTTE. Unemployment compensation will give statistics for

the first time on the extent of unemployment. We have never at-

tempted except in the census of 1930, to measure unemployment
directly. We have measured only employment. We have had
reports to the United States Bureau of Labor Statistics on a voluntary
basis by a large number of employers, from which the Bureau of

Labor Statistics for many years has made estimates of the number
of people that were at work, but as to the reverse, the number of

people out of work, we have no national statistics at the present
time.

Senator Gerry. Then you are basing your estimates now on 700,000
that are unemployed over 65 years of age, is that right?
Mr. WiTTE. Not unemployed.
Senator Gerry. On relief?

Mr. WiTTE. I ^vant to go into the relief figures if I may, in a
moment. Mr. Chairman, I would like to submit if I may, this sup-
plement to the report of the committee on economic security which
contains 19 factual tables presenting the facts on which this report is

based, statistical information, which I would like to submit if it

pleases the committee as a supplement to my testimony.
The Chairman. Yes; you may.
Senator Hastings. Is that in print?
Mr. WiTTE. Yes, sir; it is appearing in print. These are advance

copies. I think we can distribute copies before the morning is over,
to all of j'^ou.

The Chairman. This is not a document which has been printed
by Congress?
Mr. WiTTE. No.
The Chairman. It is gotten out by some bureau?
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Mr. WiTTE. It is gotten out by us. It consists of statistical tables

tbat will ^ixe you the facts on the problems dealt with in this bill,

includins:; what laws are in operation elsewhere, and an analysis of

the laws.

Senator Gkkuv. In order to make it easier of reference, will you
put the name of the bureau into the record?

Mr. WiTTE. It is from the Committee on Economic Security, and
it is a supplement to its report.

Senator Hastings. May I see it if you do not need it in your
testimony?
Mr. WiTTE. Certainly you may, Senator.
The Chaiman. You have other copies which will be available?

Mr. WiTTE. Yes.
The Chairman. ^Yhen will they be available?

Mr. WiTTE. They will be here, I think, in a very few minutes.
This is an advance copy which I have just received from the Printing
Ofhce.
The Chairman. Very well.

(The document referred to is as follows:)





SUPPLEMENT TO

REPORT TO THE PRESIDENT

OF THE

COMMITTEE ON ECONOMIC SECURITY
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TABLES
[Table 1 printed in Report proper]

A. Unemployment Relief:

2. Families and persons receiving emergency relief, continental United
States.

3. Cases receiving emergency relief, direct work, special programs.
4. Obligations incurred for emergency relief from all public funds, by source

of funds, Jantiary 1933 through November 1934, by months and by
quarters.

B. Unemployment and Unemployment Compensation Laws:

5. Estimate of unemployment in employments which could be covered by
unemployment-insurance plans.

6. States arrayed bv average percentage of nonagricultural unemployment
April 1930; 1933 average; and 1930-33 average.

7. Countries in which compulsory unemployment insurance laws have been
enacted and number of workers covered in each.

8. Countries in which voluntary unemployment insurance laws have been
enacted and number of workers covered in each.

9. General provisions of compulsory unemployment insurance laws.

10. General provisions of voluntary subsidized unemployment insurance

laws.

C. Age Distribution and Old-Age Pension Laws:
11. Number of older persons gainfully occupied by age and occupation for

United States, 1930.
12. Age distribution of United States population by urban and rural for

1920 and 1930.
13. Actual and estimated number of persons aged 65 and over compared

to total population, 1860 to 2000.
14. Operation of old-age pension laws of the United States, 1934.
15. Principal features of the old-age pension laws of the United States.
16. Old-age insurance and pension legislation in foreign countries through

1933.
17. Principal provisions of foreign noncontributory old-age pension laws

through 1933.

D. Security for Children:

18. Estimated number of families and children receiving mothers' aid and
estimated expenditures for this purpose.

19. Funds for State maternal and child health work.

E. Miscellaneous:
20. General economic statistics.
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Table 2.

—

Families and persons receiving emergency relief, continental United
States

Months

1933
January
February
March
April
May
June
July
August
September
October
November
December

1934
January
February
March
April
May
June
July
August
September
October
November *

Resident families and persons receiving relief under the
general relief and special programs

Families

3 3, 850,
3 4, 140,

3 4, 560,

4, 475,

4, 252,

3, 789,

3,451,

3,351,

2, 984,

3,010,

3, 365,

2, 631,

2, 486, 274
2, 599, 975

3, 070, 855
3, 847, 235
3, 815, 926

3, 757, 971

3, 867, 047
4, 059, 605
4, 096, 725

5 4, 106, 681

4, 225, 000

Single
persons

{*)

{*)

(*)

{*)

(0
I 455, 000
1412,000
1 403, 000
I 436, 000
461, 315

438, 431

456, 469
532, 036
563, 138

590, 007
617, 735
559, 502
542, 362
569. 877
656, 215
720, 853
750, 000

Total
families

and single

persons

0)
(*)

(*)

(*)

W
W

3, 906, 874
3, 763, 810
3, 387, 975
3, 446, 516

3, 826, 429

3, 069, 451

2, 942, 743
3,132,011

3, 633, 993
4, 437, 242

4, 433, 661

4,317,473
4, 409, 409
4, 629, 482
4, 752, 940

' 4, 827, 534

4, 975, 000

Total
persons

(<)

(*)

{*)

(*)

(*)

(«)

3 15, 282, 000
3 15, 077, 000
3 13, 338, 000
3 13, 618, 000

15, 080, 465
11,664,860

11,086,598
11,627,415
13,494,282
16, 840, 389
17,228,458
16, 833, 294

17,301,734
18, 187, 193
18,410.334

» 18, 450, 567
18, 900, 000

Percent
of total

popula-
tion '

Number
of tran-
sients

receiving
relief 2

(*)

(*)

(')

(*)

(*)

(<)

(*)

126, 873
145, 119
164, 244
174, 138

187, 282
195, 051

206,173
221, 734
235, 758
266, 000

I Based on 1930 Census of Population.
•i Middle of month figures, excluding local homeless which are included under general relief program.
3 Partially estimated.
< Not available.
5 Partially estimated to cover the rural rehabilitation program on which reports are not yet complete.
« Preliminary.

Source: Division of Research, Statistics, and Finance, Federal Emergency Relief Administration.

Table 3.

—

Cases ' receiving emergency relief—direct, work, special programs

Grand
total

General relief

Total
Work pro-
grams

Direct
relief only

Special
pro-

grams

April
May
June
July
August
September.
October
November <

4, 437, 242
4, 433, 661
4,317,473
4, 409, 409
4, 629, 482
4, 752, 940
4, 827, 534

4, 975, 000

4, 437, 242
4, 320, 187

4, 237, 425
4, 368, 195

4, 582. 434
4, 619, 496

4, 654, 402

4, 785, 000

1, 176, 818
1, 343, 214

1, 477, 753
1, 723, 295
1, 922, 029

1, 950, 728
1, 998, 167

2, 150, 000

3, 260, 424
2, 976, 973
2, 759, 672

2, 644, 900
2, 660, 405
2, 668, 768
2, 656, 235
2, 635, 000

(3)

113,474
80, 048
41,214
47, 048

133, 444
173, 132
190,000

' Cases include each family or single person on relief, not counting transient single persons.
' Rural rehabilitation program, emergency education program, student aid; excludes transients.
3 Cases aided under special programs in .\pril were included in the general relief program.
* Preliminary.

Source; Division of Research, Statistics, and Finance, Federal Emergency Relief Administration.
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\ble 4.

—

Obligations incurred for emergency relief from all public funds by source

of funds, January 19S3 through November 1934, by months and by quarters^

Includes obligations incurred for relief extended under the general relief program under all special

programs, and for administration: beginning April 1934 these figures also '"''"'''e.r.urchaseso materials

suDDlies and equipment, rentals of equipment (such as team and truck hirei, earnmsrs of nonrolief jmrsons

SoTed and o"h^r ex7«ns^ incident to the work program. Does not inclu.ie about $990,000,000 expended

foT?he C \V A° of which .1*40.000.000 was derived from Federal funds and «150.000.000 from State and local

funds.
» nreak-down partially estimated.
» Preliminary.

Source- Division of Research, Statistics, and Finance, Federal Emergency Relief Administration. Jan.

7, 1935. Table based on reports from State and local relief administrations.
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Table 5.

—

Estimate of unemployment in employments which are customarily
covered by unemployment-insurance plans

Year:
1922.
1923.
1924.
1925.
1926.
1927.

Estimated
percent of

unemployment

13. 1

7.3
9.4
7.8
7.4
8.3

Year—Continued.
1928
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Tablk 7.

—

Countries in which compulsory unemployment-insurance laws have been
enacted and number of workers covered in each

Country ' Date of law '
Number
insured

'

Australia (Queensland)
Austria
Bulgaria
Oermany
Oreat Britain and Northern Ireland.
Irish Free State
Italy...
Poland
Switzerland (13 cantons)
United States (Wisconsin)

Oct.
Mar.
Apr.
July
Dec.
Aug.
Oct.
July

Jan.

18. 1922
24. 1920
12, 1925

16, 1927

16, 1911

9, 1920
19, 1919

18, 1924

(»)

29, 1932

175,000
969,000
280,000

17,920,000
12,960,000

359,000
4,000,000
954,000

« 325, 000
330,000

Total number insured. 38, 272, 000

' A compulsory law was passed in Russia in 1922, but benefit payments were suspended in 1930.
• These are the dates upon which the laws were enacted, not the dates upon which they went into effect.

' These are the most recent figures available.
• This figure represents the number covered previous to the beginning of the depression in 1929. The

official figure is much smaller (12,503,000 at end of August 1933); the difference is due not to any limitation
of coverage but to the fact that those unemployed workers who had e.xhausted their right to insurance bene-
fits and had thus come within the scope of the communal relief were not included in the figures for the
members covered by unemployment insurance.

' The first of the cantonal measures was passed in 1925.
• This figure includes persons compulsorily insured in certain communes in cantons having voluntary

insurance.

Source: Compiled by the Committee on Economic Security.

Table 8.

—

Countries in which voluntary unemployment insurance laws have been
enacted and number of workers covered in each

Country Date of law i
Number
insured '

Belgium
Czechoslovakia
Denmark
Finland
France
Netherlands
Norway .-.

Spain
Sweden
Switzerland (11 cantons) «.

Dec.
July
Apr.
Nov.
Sept.
Dec.
Aug.
May
Jan.
Oct.

30, 1920
19,19213

9, 1907

2, 1917

9, 1905

2, 1916

6, 1915
2,5, 1931

1, 1935

17,1924 7

1, 038, 000
1,500,000
337,000
15.000

192,000
502,000
47,000

< 50. 000
(')

195,000

Total number insured. 3. 876, 000

' These are the dates for the enactment of the national laws, not the dates upon which they took effect.
' These are the most recent figures available.
» This act came into effect on Apr. 1, 1925.
* The number of persons belonging to funds which may be subject to the insurance law is 50,000. It is

not definitely known whether all these persons come under the law but it is probable that the majority of

them do.
' It is estimated that 23 unions with 320,000 members have funds which may be used for the insurance

provided in the law. The law became effective Jan. 1. 1935. It is likely that 320,000 can be taken as a
rough estimate of the number who will come under the law in its early stages.

• 7 of these cantons specify that communes may enforce compulsory insurance within their borders; the
population of communes that have compulsory insurance is given in table 1.

' This is the date of the national measure. The first of the cantonal acts was passed in 1925.

Source: Compiled by the Committee on Economic Security.
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Table 11.

—

Number of older persons gainfully occupied by age and occupation for
United States, 1930 i
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Table 13.

—

Actual and estimated number of persons aged 65 and over compared to

total population, 1860 to 2000

Year



Table 15.

—

Principal features of the old-age pension laws of the United States

Admiiilstration

Degree or State supervision

Allocation of eipeoses

Fund provided by—

QualiQcatlons [or recipients

Other pro-

explanatory

Mai[mum

peosion

U925, 192U
,

1631, 1033.

1927 1931, 1933.

Ainska Pioneers Home
State auditor

DRpartment of social welfare,

UivisioQ of State aid for the

Right of appeal to district

court and supreme court.

State old-age welfare commis-

Territorial auditor

Department of public welfare.

No local administration

County old-age pension com-

County board of supervisors,
local department of public
welfare.

County court; board ofcounty

Old-age pension commission...

.—do...-.

Optional.^
Mandatory.

Optional.

Mandatory.

do

Optional

do
Mandatory

.

Optional

Mandatory

.

State audit I

Old-age commis-

Department ofbealth and wel-

State department of public

Stale welfare department, old-
age pension bureau.

Board of county c

Old-age assistance boards..

County commissioners
Old-age pension board;

County

Bureau of old-age

Old-age pension board

Board ofcounty commissi oners.

Old-age pension commission.

. . . _ il report.
Complete supervision; month-
ly reports.

Annual report to Secretary of
State.

State administration

Annual report to Territorial

Annual report only
.Annual report; duplicate cer-

tificate to auditor.
Complete supervision...

Complete supervision

Annual report to Qovernt

Complete supervision

Aimual report to State auditor

Department of institutions
and agencies, division of old-

State department of social wel-

Secretary of agriculture and

Department of public wel-
fare, division of aid for the

State board of control

Board ofcounty commiss

County commissioners..

County welfare board...

.\nnual report to Qovei

Complete supervision..

Publlc welfare district official

.

Board of county commis-

Board of aid for the aged

Department of welfare—

Old-age pension commission..

Board of trustees of old-age

Annual report to State board

Complete supervlsio

State board of control..

Board of county commls-

Board of county commissioners
County court

County Judge
,

Old-age pension commission..

Annual audit by tax cotnmis-

Annual report

Annual report to State auditor.

67 percent.

One-half.

.

33 percent.

One-half.

.

One-half.

.

One-tbird.

None"

fourths.

One-half.

None
[
None

Shared by county and

plantations.

State current n

Counties and c

County..

AU
I

None

Two-thirds cities and

All...

State and county..

State poll ta.x

County..
No provisions as yet

County

State poll tax; liquor tax

State poll tax

County, city, town. Tillage..

County poor fund
County poll tax
County

..do..

One-half public wel-
fare district.

None None

None. do

Part of State liquor tax
distributed to coun-
ties, balance paid by

State fund allocated to

One-third

State, county, cit3

State special tax..

State, county, local..

County poor fund...

'Required..

-...do

15 years...

..-do

Not re

quired.*

15 years..

-

do

do

do
Required.

.

15 years...

Required..

15 years...

do

15 years..

...-do....

2,000

3,000

Unable to support

No property (

)$3,600
I

M $35 a month.

L, B, C-

i,B,C,D

,b.c,d,f,i,J.

..'l,f.h,f,i,n.

, b. c, e, f, i, k.

., c, d, e, f, 1, n.

I, "Deserving

I, b,cd,"f, I..

i,c,d,e,f,i,n

$25 a month..

$15 a month..

$25 a month..
$15 a month..

$26 a month—

$250 a year.-.

a, b. c d, e, f, i

a, c, d, 6, f, 1, n

d,e,f, g

A,B,0,D,

A, B, 0...

A, B.C.
A, B, C...
A.B.C.D

A, B, C...

Adequate assi!

$30 a month—

$laday

$26 a month-.
S20amontb-.

$7.60 a week-

Determined by

b.c.d.f...

b, c, d, f, i, 1

A, B

A.B.C.D.

A. B.C..

A.B.C-

Monthly.

teriy.

Do.
Not specified.

Do.

Monthly.

Monthly or q
terly.

Monthly.
Do.

Monthly or q
terly

Weekly or mo
ly.

Monthly.

Not specified.

Monthly.

Monthly or qnar-

MoDthly or quar-

* Required residence in United States 15 y

nipuled at 3 percent of il

iputed at 6 percent of il

. Inmate of any prison. Jail, ii

' Earnings and gifts up to $100 exempt,
be considered property.

Disqualifications:
a. Inmate of I

b. Desertion of
c. TohavefalIe_ ^
d. Relatives legally liable and able to support.

3 maintain self.

Source: Compiled by Committee on Economic Security from State laws.

asylum, or correctional institution.

provide support for wife and c

Sentence for ci

t. Disposed of or deprived oneself of property to qualify for pension
S- Need of institutional care,
fa. Recipient of pension ^om Federal, State, or foreign government.

tramp, vagrant, or beggar.
t least $1 per day.
en able lo furnish .

.

e involving moral turpitude.

Other provisions:

k. Spouse and children able lo furnish support.

ifding to ability.m. To have failed

n. Inmate of benevolent, ch;3ritabte,

0. Husband, wife, parent, or child a
p. Children liable and able to support.

/be demanded before

pension Is granted. j ,_ ,

B. Amount of payments to be collected from estate on death of fwnsioner o

A.'Transfer of applicant's property to pension authority i

i.

d couple.

e and responsible for support.
C. Allowances for funeral expenses.

be made to charitable or benevolent

l09780-a5. (Face p. 50.)
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Table 16.

—

Old-age insurance and pension legislation in foreign countries through
1933—Continued

B. COMPULSORY CONTRIBUTORY OLD-AGE INSURANCE LAWS OF LIMITED
COVERAGE

Country



Table 17.

—

Principal provisions of foreign noncontrihutory old-age-pension laws through 19S3

QualiScatiODS for recipleata

Property exemption

Source of fund

Canada. Effective io
8 provinces: AlbertB,
British Columbia,
Manitoba. New
Brunswick, Nova

Oreenland

Iceland

Irish Free State..

Newfoondland . .

.

South Africa..

British subject-

British subject

age 60 for citizens,

:

Required

Not required-. 5 years out of 20 Just before
claiming for persons who
have been British subjects
for 5 years; 25 years out of
30 for others.

None required for natural-
bom subjects: 15 years for

naturalized subjects or

h pensioner resides.

Annual Income of real property taken
t 5 percent of i1

, ersonal properl, „
nulty purchasable with il

See property limit..

personal property=government a

Annual income of property taken at
4 percent of its value.

Income from capital equal to life annu-
ity purchasable with it.

Annual income from|flrsI £375 property
(other than property personally
enjoyed by [>ensioner) computed at
5 percent balance; at 10 percent.

ing with locality)
plus maximum pen-

Annual income of property taken s

4 percent of its value.

Income bom capital equal to life a
Ity purchasable with it.

Eficnings of pensioner,
400 francs from sav-
ings (600 francs if

Income from £25 of property; £39 annual income derived fn
sources other than earnings; £26 5s, annual income deriv
from any source; furniture and personal eHects; sickm
benefit from friendly society or trade union.

from first £375 prop-
. .

ban property i

ally enjoyed by pensioner)
puted at 5 percent; balance i

^.nnual income from £25 of property, £I5 12s. 6 d. annual in-

come; furniture and personal eSects; sickness benefit from
friendly society or trade union.

of property
all pn

except exempt property (£60)

Inadequate

£80; married couple,
Funeral benefit from friendly society; house(incIudIng furniture
and personal effects) in which pensioner lives provided own-
ership is transferred to pension authority.)

Annual Income from any property
owned and occupied by pensioner
and from all other uninvested assets
computed at 10 percent.

Property must be expressed In terms

£54 for white persons;
£36 for colored per-

Property

:

10 percent.

Qust be expressed in I

£24 for white persons;
£18 for colored pen-

Commoawealth.. Federal Government.

exempt property.

Maximum $240 a year;* reduced by
amount of pensioner's income Qess
exemption).

Married couple,

kr."; single v
to 642 krone;* adjusted to means.

Maximum 600 to 900 francs (varying

a domioion; H province. Shared by dominioo

Shared by central gov-

State pays 240 francs

Central government.

.\mount fixed by district council

Minimum 20 kr. a year; maximum 200

District partly reimbursed

Central government.

VTaximum £40 193. a year;* reduced in

proportion to means; increased for

pensioners with 2 or more dependent

red persons; reduced in proportion
3 pensioner's means.

Central government.

Central government.

A number of special national

Old-age pensions combined with invalidity pensions,
"""iced by 6 years in case of incapacity for work.

lount of pencion on death of pensioner» Pension authority r

* If authority accepts transfer
means and pensioner lives in it r

' Reduced by 3 ye
• Pension is varied .. .._ _

application for pension la deferred beyond age 66.

which pensioner resides, value is disregarded in assessing

Source: Compiled from Noncontributory Pensia.

' Noncontributory pensions b
' 65 for widow c

"

' Reduced by 5
65 for widow of beneficiary

effect until announced by

European

C. Desertion of spouse.

; International Labour OIBce Studies and Reports, Series M, No. 9, Gene

ng replaced by contributory pensions.

dependent children under 15.

D. Imprisonment for dishonorable a

E. Ilabitual drunkenness
F. Receipt of poor relief

«

a. Good
A. Persons of n
B. Aboriginal r r tribal conditions.

, 1933: Insuring lite Etsentials, Barbara Nachlrieb A 109780—35. (Face p. 521.
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TaBLK IS.

—

Estimated number of families and children receiving mothers' aid and
estimated expenditures for this purpose '

State
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Table 19.

—

Funds for State maternal and child health work

State

Delaware
Pennsylvania- --

Maine ---

Massachusetts..
New Hampshire
Rhode Island
Illinois

Connecticut
New Jersey
Wisconsin.
Maryland
Minnesota
South Dakota. .-

Arizona
New York
Virginia
Kentucky
Michigan
Missouri
Texas
Montana
Georgia
North Dakota...
North Carolina.
Washington
Mississippi
Wyoming
Louisiana
Kansas
West Virginia..

-

Hawaii
California
Florida
Ohio
Oregon _.

Iowa
Idaho
South Carolina..
Tennessee
Alabama..
Arkansas...
Colorado
Indiana
Nebraska
Nevada
New Mexico
Oklahoma
Utah
Vermont

1928

Total funds Federal

$18, 008. 02

132,

25,

78,

20,

24,

70,

132,

118,

50,

33,

47,

7,

19,

210,

75,

47,

164,

49,

77,

24,

64,

8,

49,

1 10,

30,

35,

40,

18,

'57,

37,

53,

27,

42,

12,

37,

55,

64,

38,

15.

53,

17,

16,

19,

42,

20,

5,

$11,504.01
68, 810. 99
15, 000. 00

12, 988. 31

14, 076. 28

31, 284. 55
27, 751. 62
19, 277. 00
26, 099. 65

7, 500. 00
12.253.71
80,041.78
25, 574. 00
26, 298. 64
34,741.11
24,186.81
41,450. ,52

13, 700. 00
35,451.10
6, 500. 00

27, 259. 56

5, 000. 00
22, 076. 58

7, 500. 00
7, 521. 00

20, 000. 00
19, 571. 74

11,725.90
31, 290. 00
16, 531. 72
23, 585. 57

15, 283. 46
21, 0S5. 31

7, 500. 00
21, 355. 65
25, 767. 00
25, 836. 95
21,817.51
10, 000. 00
31, 927. 00
11,000.00
10, 522. 00
12, 430. 33

23, 679. 48
12, 500. 00
5, 000. 00

State

$6, 504. 01

63.810.99
10. 000. 00
78. 275. 00
7, 988. 31

10,200.00
70, 000. 00
32. 760. 00
86, 879. 00
23, 000. 38

14, 277. 00
20, 900. 35

7, 253. 71

130, 000. 00
50, 000. 00
21, 298. 84
30, 000. 00
25, 000. 00
36, 452. 00
10, 700. 00
28, 987. 79

1, 500. 00
22, 260. 00
3, 387. 00

27, 000. 00
2, 500. 00

22, 521. 00
15, 000. 00
20. 871. 74

6. 725. 96
26. 290. 00
21, 374. 28

29. 748. 43
12. 250. 00
21,213.60
5, 000. 00
16,355.65
30, 000. 00

33. 336. 95
16.817.51
5. 000. 00

21. 970. 00
6, 000. 00
5, 522. 00
7, 430. 33

18, 679. 48

8, 000. 00

1934

$33, 000.

197, 539.

26, 300.

80, 850.

21,620.

24, 065.

69, 070.

29, 392.

103, 872.

43. 350.

26, 844.

36. 000.

5, 000.

12, 890.

134, 500.

40, 372.

25. 200.

31, 940.

23, 799.

34, 840.

10, 500.

26.000.

3, 056.

18, 500.

3, 000.

15. 150.

2.500.

7, 000.

8. 000.

9. 140.

4. 100.

12. 225.

7, 330.

10. 048.

4, 701.

6. 660.

1. 430.

2. 046.

2. 912.

2, 520.

Percent
increase

1934
over
1928

83.3
48.9
5.2
3.3
3.1

Percent
decrease

1934
under
1928

0.9
1.3

10.3
12.1
14.6
20.0
23.4
33.3
33.9
36.0
46.6
47.1
50.7
51.6
55.3
57.0
59.7
61.8
62.6
64.2
69.1
75.0
76.7
77.1
77.4
77.8
78.8
80.7
81.2
82.9
84.3
88.6
94.6
94.8
96.1

1 For four States (California, Connecticut, Michigan, and Wyoming), 1929 figures are given.

Source: The U. S. Children's Bureau.

Table 20.

—

General economic statistics

INDICES OF BUSINESS CONDITIONS*

[1923-25= 100]

1929 1932
1934 (first 10
months)

1. Index of industrial production i

2. Index of factory pay rolls 2

3. Index of factory employment '

4. Index of freight car-loadings 2

5. Index of department, store sales (value) 2

6. Index of construction contracts awarded (value) '..

7. Index of exports (value) 3

8. Index of bank debits outside New York City
* Survey of Current Business, February 1934, p. 3, and Decern
ber 1934, p. 3.

119
108
101

106
111
117
115
140

1 Unadjusted for seasonal variation; adjusted for number of working days.
' Unadjusted for seasonal variation.
' Adjusted for seasonal variation.
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Table 20.

—

General economic statistics—Continued

OTHER ECONOMIC DATA
0. Number of pninful workers, September 1934.. 50,277,000

Estimate of Committee oa Economic Security.

10. Per capita full-time income, wage, and salaried employees : 1929.. $1,475
1932.. $1,199

Naiionat Income, 19i9-SS, Letter from Acting Secretary of Commerce, S. Doc. 124,

73d Cong., 2d se^., p. 19.

11. Average weekly factory earnings per wage earner 1929.. $28.54
1932.. $17.10
1934.. $20.08

Survey Current Business, February 1934, p. 7, and December 1934, p. 7. Data for

1934 for first 10 months.
12. Inde.\of cost of living (1913=100) December 1929.. 171

December 1932.. 132

June 1934.. 136

Monthly Labor Review, August 1934, p. 526.

OLD AGE DATA
13. Population, 1930 - 60 years of age and over.. 10,385,026

65 years of age and over.. 6,633,805
70 years of age and over.. 3, 863, 200

Fifteenth Census of the U. S., 1930, vol. II, Population, p. 576.

14. Number of old-age pensioners 1931.. 76,339
1934.. 180,003

Data for 1931 from Monthly Labor Review, June 1932, p. 1261. Data for 1934 com-
piled by Committee on Economic Security from latest available information.

15. Amount paid in old-age pensions 1931.. $16, 173,207
1934.. 31,192,492

Data for 1931 from Monthly Labor Review, June 1932, p. 1261. Data for 1934 com-
piled by Committee on Economic Security from latest available information.

NATIONAL INCOME STATISTICS

16. National income paid out... 1929.. $82, 300, 000, 000
1933.. 46,800,000,000

The Xational Income, 1933, release Jan. 14, 1935, p. 6, Department of Commerce.

17. Xational income paid out 1933..$46, 800, 000, 000

Wages and salaries --.- - 29,300,000,000

Dividends and interest 7,300,000,000

Net rents and royalties - -.. 2,300,000.000

Entreprenurial withdrawals. - 7,900,000,000

The National Income, 1933, release Jan. 14, 1935, p. 6, Department of Commerce.

18. National income paid out.. 1932.. $18, 894, 000. 000

Business savings or losses - -- 9, 529. 000, 000

Income produced - - 39,365,000,000
National Income, 19S9-SS, letter from Acting Secretary of Commerce, S. Doc. 124,

73d Cong., 2d sess., p. 10.

WHOLESALE, RETAIL, AND MANUFACTURING SALES

19. Net wholesale sales. - 1929.. $68, 950. 1 OS, 000
1933.. 32,030,504,000

Final United States Summary of Wholesale Trade in 1933, Department of Commerce,
Bureau of the Census, p. 7. The 1929 figures have been revised.

20. Net retail sales 1929..$49, 114,653,000
1933.. 25,037,225,000

United States Summary of the Retail Census for 19SS, Department of Commerce,
Bureau of the Census, p. 3.

21. Gross value of manufactured products 1929..$68, 960,909,712
1933.. 31,358,840,392

Census of Manufactures: 1933, Department of Commerce, Bureau of the Census, p. 1.

The 1929 figures have been revised.

LIFE-INSURANCE STATISTICS

22. Aggregate life insurance in force 1933..$97, 985, 043, 747

Ordin<irv 71,918,829,182

Indu-strial 17,154,472,848

Group 8,911,741,717

Spectator Co., Year-Book—Life Insurance, 1934.

23. Average size of life-insurance policy in force, 1933:

Ordinarv $2,2,52

Industrial - 210

Computed from Spectator Co. Year-Book— Life Insurance, 1934.

24. Surrendered policies and loans, life insurance 1933.. $1,394,948,987

Spectator Co., Year-Book— Life Insurance, 1934.

A\so letter from Spectator Co.
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Table 20.

—

General economic statistics—Continued

SAVINGS ESTIMATES

25. Annual savings through life insurance - -.1933.. $2,950,465,899
New premium payments... - 234,954, 196
Renewal premium payments .-- 2, 715,511,703
Spectator Co., Year-Book—Life Insurance, 1934.

26. Savings and other time deposits ..1929.. $28, 218,000,000
1932.. 24,281,000,000

Data for all reporting banks in United States.

Statistical Abstract of the United Siatts, 1933, p 242, table 252.

Mr. WiTTE. I want to call attention in there, Senator, to table 13,

which illustrates a very important point in connection with this old-

age problem, that the number of the aged has been increasing rapidly
and will continue to increase very rapidly in the years that are ahead
of us.

For instance, in 1860, 2.7 percent of the population of the country
were 65 years of age and over. Since then each census has shown a

larger percentage of the people of this country in the older age groups.
In 1920 it was 4.7 percent; in 1930, 5.4 percent. Population statis-

ticians forecast that that percentage will increase to 6.3 percent in

1940, and will continue to increase until by 1980 you will have 11.3

percent of the population over 65, and by the year 2,000, 12.7 percent.

At the present time there are 7,000,000 people over 65; by 1960,

13,500,000; by the year 1980, 17,000,000; by the year 2,000, 19,000,000.
Senator Gore. Nineteen million over what age?
Mr. WiTTE. Over 65.

Senator Connally. Is that based upon the theory that our other
population will also increase, or is it based on longevity?
Mr. WiTTE. This is a result of the fact that we are approaching

what, in terms of the statisticians, is called a "stable population."
Senator Gore. Where the births and deaths will nearly balance?
Mr. Witte. All this is based on the assumption that there will.be

no improvement in longevity; that the present mortality rates will

continue. If there is an improvement in mortality rates, the number
of the aged will probably be greater, and the percentage will be greater.

Here are some facts which I think will illustrate that, while the
estimates of the statisticians may not be exactly correct, they are
probably on the right trail. In 1930, the census disclosed fewer
children under 5 years of age than there were in 1920. We are
rapidly approaching the same sort of a condition that the European
countries have reached, the distribution of population as between
the younger and the older age groups forecast for this country in 30
years is the distribution of the population in England today; it is the
population distribution in France, and in nearly all other western
European countries. They have reached earlier than we have this

condition of stable population.
We know how many people there are now, let us say, between 20

and 30. Applying the usual mortality tables, we know that 30
years or 40 years from now, when those people will be between 60
and 70, there will be more than twice the number of people between
60 and 70 than are now between 60 and 70. This is due to the chang-
ing age composition of our people. Our birth rates have declined,

and on the other hand the length of life, the average length of life,

has been increasing. Without any further improvement in the mor-
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tality rates, we can expect and must look forward to a time which is

not verv distant—a period distant no lonijor than 20 or 30 years

—

wluMi we will have nearly twice as many people in these older age

ijroups than we have now.
Senator (iohk. The cost and i)urden of this old-age pension will

he a constantly increasing factor?

Mr. WiTTK. The cost of old-age pensions will he higher with the

years, and whether you enact a pension law or not, there will be a

cost of supi)orting the aged, because the aged of any generation have
to be supported by the other people of that generation except insofar

as the aged have made provisions for their own support. To the

extent that the aged have not made provisions for their own support,

whether any pension legislation is enacted or not, there will be a cost

on future generations which will be much greater than the present

cost of sup])orting the aged.

Senator Gore. It will be shifted from the children to the taxpayers

under this legislation?

Senator Costigan. Has the experience of other countries, such as

(lermany. confirmed what you are now saying abo\it the increasing

cost of old-age pensions?

Mr. WiTTE. Yes, sir. These countries have undergone in the

years that have passed, the same thing that faces this country in the

next 20 or 80 years—an increasing number of the aged.

The Chairman. May 1 ask you—1 am just curious to laiow—how
many people there are, say, of 80 years. Are we to expect that people

are going to live longer over a certain period?

Nlr. WiTTE. No; this does not assume that they will live any
longer. This assumes no improvement in longevity. This assumes
the i)resent mortality rates.

Senator C'oxnally. It does assume that the proportion of old

people will increase out of proportion to the increase in the population.

Mr. WiTTE. That is due to the fact that the number of young
people is no longer increasing.

Senator Connally. That situation cannot go on forever.

Senator Gore. I can see how that would affect the percentage, but

I do not see how it would affect the total

Mr. WiTTE. We know now there are so many more people in the

age groups between 30 and 40, let us say, than there were in the age

group of 30 to 40 thirty years ago. The people that are now between

60 and 70 thirty years ago were 30 to 40. We know now how many
people we have in this age group of 30 to 40 who in 30 years will be

60 to 70; and that is twice as many as are now in the 60 to 70 age

group.
Senator Coxxally. If they will all live.

\Ir. WiTTE. With the same mortality rates we now have, there

will be twice as many in this group as now.
That is an important i)oint that must be considered in connection

with this problem, tlmt no nuittcr wdiat is done there will be an in-

creasing number of aged, and there is bound to be an increasing cost

for the support of the aged.

Also I would like to call attention to this further fact, that the cost

of supporting the aged, is necessarily very great. That results from

the fact that old age is a long period of time. The present experience

tables indicate that a man who reaches the age of 65 on the average
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has an expectancy of 11 to 12 years. He can look ahead, if he has
average hfe, to 11 to 12 years more. Women can look ahead to 15

years; that is the average expectancy for a woman who reaches the

age of 65. Eleven to 12 years or 15 years is a long period of time for

people who do not have any means.
To provide an income of $25 a month—the very low income of $25

a month—to a person after the age of 65, taking interest at 3 percent,

he must have laid aside $3,300 by the time he reaches the age of 65,

to give him an income of $25 a month for the balance of his life—the

11 or 12 years that the average man has ahead of him—and a woman
will have to have laid aside $3,600. It is a large sum.

Senator Connally. Have the processes by which man's life has
been extended made any improvement in his capacity for work after

he reaches 65 or any other age?
Mr. WiTTE. I think that the end. Senator, of the working period

of life is a little longer than it was in earlier generations, but there are

also countervailing tendencies, as you well know, the tendency in

certain lines of work to refuse to employ people who are past middle
age; but, unquestionably, a person at the present time—the average
worker—has a somewhat longer period of working life than he had
in 1860.

Senator Connally. It may be that we are working to no real

purpose just to extend life if it is to be useless, unless it is to make
some valuable contribution to society. Wliat is the value of simply
extending it in order to complicate our problems?
Mr. WiTTE. That is of course a question of the value of life, and

I thinlv you cannot measure it—I am sure you have not that thought

—

simply in terms of dollars and cents and production.
Senator Gore. This will facilitate the distribution of wealth.

Mr. WiTTE. Coming down to this question of how many of the

aged are dependent; or did you have another question. Senator?
Senator Connally. No; go right ahead.
Mr. WiTTE. Coming to this question of the number of the aged

who are dependent: In our report there is a statement which some
newspapers completely misinterpreted because they did not look at

the very next sentence. The sentence is that conservatively one-half

of the people now over 65 need support, are dependent on someone
else for support. That does not mean that they are dependent on the

public. As we state in our report, the largest number of people who
are dependent are supported by their children, and under this legis-

lation they will continue to be supported by their children and should
be so supported. The ones who are dependent upon the public for

support are a much smaller number.
At this point permit me to give you the approximate number of the

aged who are now in receipt of some sort of pension and the number
of the aged who are in receipt of public relief. Some of the pensions
are earned pensions, in the sense that they are built up by contribu-
tions, and some of them not.

There are about 100,000 old people in public almshouses at the
present time. Most of those people need not only financial help, most
of them also need physical care. There is a somewhat larger number
than that in private homes for the aged. Many of these old people in

the private homes for the aged are paying their own way or their

children are paying their way. Some are charity cases.
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There are al)i)ut 140,000 pensioners inuler intlustrial i)ension ])lans

in this country. Inchistrial pension phms cover at the present time
sometliinj; hke four or live inilUon vvorkei-s—phms that companies
have vohmtarily set up—some of whicli are contrihutorv and some of

which are uon-contrihutorv. There are about 15,000 pensioners under
tracks-union phms.

Sejiator Gore. Fifteen thousand?
Mr. WiTTE. Fifteen thousand. About 45,000 people pensioned

UTukn- the Uuited States Employees Retirement Act, perhaps 5,000
under State retirement acts, 25,000 under teachers' pension laws, and
probably an equal number under policemen and hremen pension
systems that exist in municipalities.

Of course, a much larger number of people than these age groups

—

no definite figures—who are in receipt of veterans' pensions.

Senator Hastings. Isn't that police group much larger than
25,000?

^

Mr. WiTTE. Actual pensions?

Senator Hastings. That are taken care of.

Mr. WiTTE. I am citing the figures of those that are actually on
pensions. This is not an attempt to state how many people are

included within these systems, but this is the number of the pen-

sioners. This is an account of the old people.

There are at the present time under State old-age pension laws,

general State old-age pension laws in operation in 28 States. In
October of last year, there were 180,000 pensioners under State old-

age pension laws.

The number on relief lists is not absolutel}^ knowm, but based on
samples throughout the country, the estimate is arrived at that there

are appro.ximately 700,000 people over 65 years of age on relief lists,

toward which the Federal Government makes a contribution. In
some parts of the country there are a considerable number of the

aged who are provided for on local relief without receiving any
Federal assistance. That is generally the situation in New England,
for instance. In New England most of the old people that are on
relief are not on Federal emergency relief, and there are certain other

places in the country where the same situation exists. Most of the

old people that are on relief are included among those 700,000, but
there is an indefinite number beyond that, but probably not in excess

of 100,000 or 150,000.

vSenator Gore. Have vou figured out at all the cost of carrying

those 700,000 on relief rolls?

Mr. WiTTE. It is difficult to figure it. The average family receives

$23 a month on direct cash relief.

Senator Gore. That is the family?

Mr. Witte. That is the family, and generally for these old people

it means that the grandfather or the grandmother is being taken care

of as a member of the family group, although in some cases it means
an old couple is itself a family group. As a member of the family

group, with an average of $23 per family, the actual allowances are

pro!)al)ly not in excess of $5 additional for the grandfather or the

grandmother per month.
Senator Gore. Five dollars a month. Tlds proposes to make it

$30 as against $23 for the entire family.

109780—35 PT 2 3
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Mr. WiTTE. Under relief.

Senator Connally. A moment ago you said there were a definite

number of old people now being supported by children, and that they
would be continued to be so supported. Is it not a fact and do jou
not think if we adopt a plan like this, that a great many of those that

are now being supported, or similar cases, by the cliildren, will be
supported on this roll? That thev will be anxious to get them on this

roll?

Mr. WiTTE. This bill provides that they shall be given support if

they have no other means of support. I think that is true, Senator,

that in the course of time there might be a tendency toward the
increase of some weakening of the willingness of children to support
their parents. And this is not merely a inatter of willingness. I

want to call attention to the terrific havoc that has been created by
the present depression. Not only have old people's savings been
wiped out, but also in many cases the savings of people who are well

along in years. Many of those people have lost their jobs. It is

ver}" doubtful whether they can in the remaining years of their life

make an adequate provision for old age.

Senator Gore. In not onl}^ old age but youth and middle age as

well.

Mr. WiTTE. Youth has, we hope, a longer period ahead to build in.

A man who is now" 50, who has been completely wiped out and who
has lost his job, unless conditions improve very materially, will have a
hard time to make enough of a provision to take care of himself.

This affects also the children, Senator.
Senator Gore. On that point, what about superimposing upon

them the burden proposed in this legislation? It is a pitiful situation.

People have a hard time to feed themselves, and industry is prostrate,

organized industry and individual industry, and everybody else, and
if you are going to pass on to the people that are already prostrate this

additional burden, I was wondering whether it would speed general
recovery or not.

Senator Hastings. Before you leave this particular point, if you
do not mind my interrupting you, because I am anxious to find out
as nearly as we can, this number. The statement that you say has
been misconstrued by the newspapers in the report, I suppose, is this

statement which I quote:

At this time a conservative estimate is that at least one-half of the approxi-
mately seven and a half million people over 65 years now living are dej^endent
^ ^ N^

And the next paragraph:

Children, friends, and relatives have borne and still carry the major part of

the cost of supporting the aged. Several of the State surveys have disclosed
that from 30 to 50 percent of the people over 65 j^ears of age were being supported
in this way.

That is from the report. If vou take that 30 to 50 percent and
figure it at 40 percent of 3,750,000, you will have 1,500,000 of this

aged group that are being taken care of by the children.

Mr. WiTTE. May I interrupt. Senator? Excuse me.
Senator Hastings. Certainly.
Mr. WiTTE. That 30 or 50 percent relates to the total number of

the aged, not to those that are dependent; it includes those that are

supported by their children.
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Senator Hastings. You state here that a conservative estimate is

that at least one-half of the approximately seven and a half million

people over 65 years of age now livino; are dependent. And you
biUie, "children, friends, and relatives have borne and still carry the

major part of the cost of supportino; the aj2;ed." Does that half refer

to those that are being- supported by the children, or doesn't it?

Mr. WiTTE. Yes, it includes those who are being supported by their

children.

Senator Hastings. What are we to understand is the situation?

Do I take 40 percent of the Iji million, or 3 million, and deduct that

from the 3^j million and leaving only one-half million?

Mr. WiTTE. Yes, that is roughly the way you do it if you use those

figures only, but we also quoted in the report the figure that approxi-

mately 706,000 aged over 65 arc on Federal emergency relief lists at

the present time, also that there are a considerable number of people

on local relief lists that are not counted in that 700,000. How many
nobody can tell for sure. We estimate between 100,000 and 150,000,

which would indicate on relief, roughly, let us say, 850,000. One
hundred and eighty thousand more are now in receipt of pensions

under general State old-age pension laws which, all of them, are based
on need; they are situated much like the people who are on relief.

The combined total will give you the old people who have no means of

support, whose children either cannot or do not support them—

a

total of approximately 1 million.

Senator Hastings.^ Do we add that 180,000 to this 850,000?
Mr. WiTTE. Yes, sir.

Senator Hastings. Do we understand that the best estimate of

the committee is that there are a million people over 65 years of age

that need help, and not 3,750,000?
Mr. WiTTE. That is correct, Senator.

Senator Hastings. That is correct?

Mr. WiTTE. Yes.
Senator Hastings. I am glad to get that information.

Mr. WiTTE. Now, I want to say something about State old-age-

pension laws if you have no further questions on this matter of

dependent aged.

There are at this time 28 States, as well as Alaska and Hawaii,
which have State old-age pension laws, general laws, that provide

for the payment of pensions to old people who lack the means of

support. These laws varv^ considerably. We have in the statistical

data I have submitted, an analysis of these laws for your information.

Eight of the laws are optional. They are mostly the older laws.

They are optional in this sense, that the counties may or may not, as

they see fit, grant old-age pensions, and in all of those 28 States,

only some of the counties actually are paying old-age pensions. The
other 15 States and the 2 Territories have laws that are statewide in

their operation.

Senator Gore. Can you give the States and the age limit?

Mr. WiTTE. 1 will give you that in a minute. Four of the laws are

not in operation at this time, and a fifth is, for all practical purposes,

not in operation. These are all laws that were enacted in 1933. In

1933 nine State legislatures adopted laws and in 1934 another one was
added to this list. The great majority of the old-age-pension laws

are of recent origin. There has been quite an increase in the number
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of pensioners, despite the financial stringency of the States and
counties. A survey made by the American Association for Social

Security, which has promoted old-age-pension legislation in this

country more than any other organization

Senator Costigan (interpolating). Is that the organization with

which Mr. Epstein is associated?

Mr. WiTTE. Yes, sir; in 1933 there were 115,000 pensioners under
the State old-age pension laws. A questionnaire wliich we sent out

covering October 1934, 9 months later, disclosed 180,000.

Senator Gore. How much later?

Mr. WiTTE. Nine months.
Senator Gore. Due to that tendency, do you not think that you

might reasonably assume that the States will take care of tliis problem
themselves?
Mr. WiTTE. I think not, Senator, because the situation is that the

States, or so many of the States, and the localities are financially

unable to carry the load. While the number of pensioners has been
increasing during this period, the number of old people on relief has

grown probably even more rapidly.

Senator Gore. My point is, the Federal Government is not going

to get money except from people who live in these various States.

Mr. WiTTE. That, of course, goes to the question of finances; that

is a little apart from the question I am taking up right now, if I may
be excused.

Senator Gore. I do not want to thrust that into tliis situation.

Mr. WiTTE. In most of the State laws, the counties either have to

pay all of the expense or most of the expense. Some laws provide for

the State pa5dng all of the expense. That is one reason. Senator,

why just leaving the situation the way it is is not likely to prove

adequate. So many of the counties are utterly unable to meet that

burden at the present time.

On this question of the age that you asked about, 14 States have

a 70-year age limit, 1 State has an age limit of 68 and the balance

65. So you have just about half of the group at 70 and half of the

group at 65.

Senator Gore. Are there any under 65?

Mr. WiTTE. None under 65, except the Territory of Alaska, which
has an age limit for women of 60, and 65 for the men.
The Chairman. What is it in CaUfornia?
Mr. WiTTE. California, I think, has a 70-year limit—yes; it has a

70-year limit.

The Chairman. What are they parang in California?

Mr. WiTTE. The maximum pension in California is $1 a day.

Senator Costigan. How long a residence is required in California?

Mr. WiTTE. Fifteen years.

Senator Gore. There is no way of calculating expectancies and
how long it will be if this law is passed, that the age hmit will be

reduced to 60 from 65.

Mr. WiTTE. That will depend on the action of the Congress, I

presume.
Senator Black. There is no way of figuring either, how many more

will be thrown out of employment under 65 or over 65 imder the

system we have.
The Chairman. Proceed, Doctor.
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Mr. WiTTE. The residonco requirements—coming to that—are gen-

erally 10 or 15 years, and 15 years is more common than 10.

The Chairman. In this bill you have put it at 10 years ;-

Mr. WiTTE (interrupting). Elxcuse me, Mr. Chairman. Five, five

within the last ten before apphcation.

The Chairman. It must be 5 years of the 10 years. It does not

say it shall be 5 continuous years?

Mr. WiTTE. No, sir.

The Chairman. Do you not think that the bill ought to be changed

in some respects in reference to that?

Mr. WiTTE. Of course, that is a matter for your decision. The
5-year residence requirement is still quite a long residence requirement.

The Chairman. Under the bill, if one has lived 5 years in a State,

of the 10 years, he could get the pension. Suppose that he had liv^ed

there, hved 4)2 years in the State but moved back just before this law

went into effect, but had prior to that time hved there 5 years, he

could come under the provisions?

Mr. WiTTE. Yes, sir.

Senator Capper. What did you say w^as the largest amount paid

in any State?
Mr. WiTTE. The largest amount paid under any State law—I am

coming to that in a minute—the largest amount and the most usual

amount is $30 a month, or $1 a day. There are quite a few States with

lower amounts.
Senator Capper. That includes both the local payment and the

State?
Mr. WiTTE. The total payment, Senator.

Senator Capper. The total payment?
Mr. WiTTE. Yes. The residence requirements are 10 or 15 years,

usually. The State of Delaware has a 5-year residence requirement;

that is the lowest. In the State of Arizona, 35 years. It has ranged
from 5 to 35, with 15 the most common.
The Chairman. Have many of these States because of the depres-

sion, failed to pay these pensions?

Mr. WiTTE. Yes, sir. The situation in this depression has been that

of an enormous increase in the number of aged who are dependent, who
cannot be provided for by their children because their children have
lost employment or have lost their savings. This also has been true:

There has been a great temptation for the local oihcials to place the

old people on relief rather than to grant them a pension, because on
relief the Federal Government has paid the larger part of the cost.

On old-age pensions the Federal CJovernment has thus far not paid

one cent. This has meant that for every old person or old couple that

has been granted an old-age pension, the States and counties have
paid the entire expense, whereas in most ])arts of this country if the

couple or the old person has been i)iit on relief, the Federal Govern-
ment has paid most of the bill. Obviously, the temptation has been
to put them on relief.

The Chairman. Are you putting into the record at this point each

State that pays a pension for old age?
Mr. WiTTE. We have this in one of the tables which you have per-

mitted me to include as a supplement, this gives a detailed analvsis

of all existing laws, as well as the latest information on the operation

of tliese laws.
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The maximum pension payable is most commonly $30 a month;
some lower. North Dakota, for instance, has a maximum yearly
pension of $150—that is the lowest. There are none higher at this

time than $30 a month.
Senator Hastings. A dollar a day?
Mr. WiTTE. Yes. It would figure a few dollars more by the day.

1 am using that as being the same as $30 per month.
Senator Hastings. Yes; because there are still 365 days in a year.

Mr. WiTTE. Certainly.

The pensions actually granted vary with the needs of the applicant,

and any system of pensions based on need must provide for varying
pensions.

The Chairman. Do not all of these States put it upon the question
of need?
Mr. WiTTE. Yes, sir; every one of them. Tlie term "old-age pen-

sions" implies need—it implies a person who does not have the means
of support, who must be provided for in some fashion. The actual
pension will vaiy with the need.

Senator Gore. Do you know whether there is a tendency or not
to divest themselves of their property by such persons in order to

qualify?

Mr. WiTTE. All State laws make it an offense to do that, and I

think, to date, at least, there is very little evidence that people have
done that.

Senator Gore. In the home owners loan law that was passed, it

tempted a great many to put themselves in a position so that they
could qualify as being in distress.

Senator Hastings. I did not get your answer to Senator Gore's
question. What is your answer? Do they require them to divest

themselves of their property?
Mr. Witte. No. There are property qualifications in all of the

laws to start with. The property qualification usually is not more
than $3,000 of property, but there is a provision in the law—in all

of the laws—making it an ofi'ense for old people to divest themselves
of property in order to qualify for a pension. Likewise, there are

provisions in nearly all of the laws under which the States may re-

quire assignments of property as a condition of granting a pension,
and a provision further that the pensions granted shall be a lien

against the estate. That is applied in cases where it develops upon
the death of the pensioner that he had imdisclosed property. In the
case of a person not playing the game squarely or who has not played
the game squarely—if it develops that he has undisclosed property

—

there is a lien for the amount of the pensions paid against the property.
An assignment of the property is reqiured in certain instances.

An old couple may have building and loan stock, let us say, which
at this time, in many places, is not worth much, but may later have
value. They cannot live from the building and loan stock, but that
may be taken as security for the pension, so far as it is any security.

Senator Gore. There is nothing in this bill wliich provides that
after the death of the party if they leave an estate it can be applied
to the reimbursement of the Goverment for the pension paid.
Mr. Witte. Yes, there is a clause in here. There is a section that

the State law must require that the amount contributed toward
the pension bj^ the Federal Government shall be a lien against the
estate of the decedent.
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Senator Gore. 1 know that was in Senator Capper's bill at the
last Coni^ress.

Mr. WiTTi:. It is in tliis hill, Senator.

The Ch.\ium.\.\. Is there any diserimination in the States between
the sexes?

Mr. WiTTE. No, not in the law.

The Ch.\ium.\n. That applies both to the ladies and the *2:entlemen?

Mr. WiTTE. Yes, sir, and 1 believe it has never been charged that
there is any actual discrimination.

wSenator Gore. Suppose an old couple, a husband and wife, would
they both be beneficiaries?

Mr. WiTTE. They could be. It is a matter of need and their other
income.

Senator Hastings. Before we leave that question of the assignment
of the property that they may own, do these State laws require that
they assign that property?
Mr. WiTTE. That the administrator may require such assignment.
Senator Hastings. That contribution which the State makes is a

lien against their estate at the time of their death?
Mr. WiTTE. That is substantiall\' true of all of the laws. Without

examining that closely, I could not tell you absolutely surely if that
is the provision in all of the laws. It is in substantially all of the

laws, at least.

Senator Capper. Can you express an opinion as to which of these

States has passed the most workable old-age pension laws, in the

light of the e.xperience that has been had up to this time.

Mr. WiTTE. The newer laws are the more liberal law^s. Generally
1 would say the laws of the States of New York and Massachusetts
are the two most liberal. They are the laws under which the largest

pensions have been paid, and in which the conditions, not with ref-

erence to age, the age limits are higher, are the most liberal. With
reference to residence qualifications, Delaware has the best law, as

well as in many other respects.

Senator Gore. You say the later laws are the most liberal law^s?

Mr. WiTTE. Yes, sir; the later laws are the most liberal. The
older laws were optional county laws. They left it to the counties

and the State itself contributed nothing.

Senator Gore. That has been the tendency in the past, to liberalize

the laws.

Mr. WiTTE. Yes, sir.

Senator Gore. Through experience?

Mr. Witte. I presume so. The actual amounts of pension ])aid

vary. I want to make that clear. They will vary with the need of

the old people. An old couple that live in a rural district and own
their own home, as so many old couples do, maybe they own even
a little ])iece of ground, all they will need is something for their

groceries and a small allowance for clothing, but after all a much
smaller amount than for an old coui)le that resides in an urban
center where the^^ have no home, where rent must be furnished for

them, and where fuel must be furnished. It alwavs depends upon
the concrete situation. Under all laws the entire income is taken

into consideration. They may have a few dollars of income.

Senator Gore. That is under this bill?
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Mr. WiTTE. This bill provides that the pension shall be an amount
which when added to the income of the pensioner shall be sufficient

to provide "a reasonable subsistence compatible with decency and
health." That is the language of the New York and the Massa-
chusetts laws, and that will vary with the circumstances.

Senator Gore. Farmers are not to be as well treated as the city

people?
Mr. WiTTE. Oh, yes, they are. As a matter of fact, all statistics

indicate that there is a larger proportion of the aged in rural terri-

tory, in proportion to the population, than in urban territory.

Senator Gore. Do you mean there are more voters in the country
than in the towns?
Mr. WiTTE. No; I meant the old people. There is a larger per-

centage of the old people in the rural territory, in towns and in small

villages, than in the urban centers.

Senator Connally. You mean just of the ones that are in want
or of the total?

Mr. WiTTE. All of them. Under either criteria.

Senator Connally. They live longer in the contry?
Mr. WiTTE. That is probably true. And I presume old couples

are not as much attracted by the bright lights of the cities as the other

people. They are more contented to remain in the rural areas.

Senator Connally. If they have remained in the rural areas

until they are old, they have no business going to town then.

Mr. WiTTE. No; they have not.

Senator Hastings. I understood from Senator Wagner's testimony
yesterda}^ that under this bill it w^as contemplated that the Federal
Government would contribute $15 per month, and all the States that

participated in that Federal fund would also have to contribute at

least $15, but that it was left to the Administrator to say whether $15
per month for that particular State contributed by the State was
sufficient to keep that person in health and decency as required by
this statute.

Mr. WiTTE. This statute requires that the State law, in order to

get credit, in order to be entitled to any Federal aid, must give the old

couple or the old person a sufficient pension which, "when joined

with the income of that person and the person's spouse," is adequate
"to provide a reasonable subsistence compatible with decency and
health." That may be $10 in certain circumstances and the total

cost may be $10, or it may be even less, because there may be other
income sufficient except for a few^ dollars lacking to provide for that
old couple. There is nothing in the biil that in all cases there must be
$15 contributed by the State, and it may be considerably more than
$30 total. In an urban center it is m-ore than $30 on the average.

Senator Hastings. I got the distinct impression that every State

must contribute at least $15 before they can participate in this

Federal fund. You say that is not so.

Mr. WiTTE. That is not true, I think. No.
Senator Hastings. Are you quite certain of that?

Mr. WiTTE. Yes, sir.

Senator Hastings. So that the administrator of this law may decide

that one State shall contribute $5. Does that mean that the Federal

Treasury will contribute only $5 or will it contribute $15?
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Mr. WiTTE. The Federal Treasury contributes one-hall" of tiic

ann>unt contributed by the State up to $15.

Senator Hastings. Up to $15?
Mr. WiTTK. Up to $15. And, Senator, the i)rovision is not that the

State must pay a Hat $5 pension or any flat amount. This bill con-

templates a supplement to the person's income suflicient to support
hun in decency and health. That will vary with dillerent circum-
stances.

Senator ITastings. You mean in the same State?

Mr. WiTTE. In the same State and in the same community.
Senator Hastings. So that the suggestion made by Senator Gore

that you would not pay the man in the countiy perhaps as much as

you paiil the man in the city, is really a serious question.

Mr. WiTTE. That would be the case, certainly. Where you have to

provide rent, Senator, it is a difVerent matter from than where you
have to provide no rent.

Senator Hastings. You mean that under this bill the Federal admin-
istrator must ascertain for himself whether or not the various amounts
paid to various people in a particular State comes within the definition

of a decent living and whatever the language is.

Mr. WiTTE. iS^ot in each case, Senator. This contemplates that

the State law must include a provision like this Federal standard.

The State of New York and the State of Massachusetts now^ have this

language. This is the language from the New York and Massachu-
setts laws. The State of California, my own State, Wisconsin, have
laws which say $30 a month. That sort of a law probably will not
comply with this requirement. We expect that the States that now
have definite hmits will substitute a standard that is flexible—

a

statute which says that the old person should receive an allowance
which with his own income and that of his spouse w411 be sufficient

"to provide a reasonable subsistence compatible with decency and
health". The Federal Administrator wdll judge, generally, whether
that is being complied with. There is no thought that they well check
every case. That sort of a machinery is not contemplated.

Senator Hastings. How many of these States that now provide
pensions provide for varying amounts?

Mr. WiTTE. All of them.
Senator Hastings. Ail of them do?
Mr. Witte. That is the concept of an old-age pension.

Senator Hastings. It is not uniform?
Mr. Witte. No, it is not uniform.
Senator Hastings. And the amounts that you have mentioned

have been maximum amounts?
Mr. Witte. That is it. I have the actual amounts here. I want

to come to that right now if I may.
Senator Byrd. Do you agree with Senator Wagner that the mini-

mum of $40 should be paid by the State and the Federal Government?
Mr. Witte. In all cases?
Senator Byrd. Yes.
Mr. Witte. That is contrary to the general concept and what

old-age pension laws provide. Old-age pensions have been a supple-
ment to other income in an amount sufficient to support old people in

reasonable decency. That will vary with what income they them-
selves have. That will vary^with the conditions under which they
live.
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Senator Byrd. Senator Wagner stated, as I understood him yester-

day, that a minimum of $40 should be paid to each old person provided
they have no other income.
Mr. WiTTE. That might be his opinion. This bill does not require

it.

Senator Byrd. I ask you whether you agree with that from your
investigation.

Mr. WiTTE. That probably is a proper payment in manj^ situations.

In the city of New York the average pension has been $40 a month or

a little better, while in New York State as a whole the average has
been $22.16, because obviously it costs a great deal more for an old

couple to live in New York City particularly if they do not own their

own home, as most people in New York City do not. The public has
to provide that if there is no other means of support.

Senator Costigan. Do you regard a minimum of $40 as excessive

in any part of the United States?
Mr. WiTTE. You mean with all other income taken into con-

sideration?

Senator Costigan. Taking that as the absolute income.
Mr. WiTTE. You still would decuct, Senator, I take it, the income

of the couple which the}^ themselves might have?
Senator Costigan. Certainly.

Mr. WiTTE. That would still vary the pension. The pension
might be only a dollar.

Senator Costigan. But do you regard a total minimum of $40 as

excessive?

Mr. WiTTE. I do not think it is excessive; no.

Senator Costigan. In any part of the United States?
Mr. WiTTE. If you can afford it.

Senator Gore. What about $200.
(Laughter.)
Senator Hastings. Doctor, before you leave this

Senator Gore (interposing). I want the gentleman's smile to go
into the record.

Senator Hastings. With reference to what Senator Byrd said was
Senator Wagner's statement, I would like to read this statement from
Senator Wagner's testimony and see if there is any part of it that you
disagree with. It take it that you do. I am quoting from page 13:

It is impossible to calculate the precise sums recjuired for this task. Opinions
will vary greatly as to what constitutes fair standards of health and decency.
But if we accept $40 per month per person as an immediate minimum goal, our
3,500,000 dependent old people need assistance to the extent of $1,680,000,000
per year. And this need will mount with alarming rapidity.

I take it that in view of your testimony you do not agree with the
number because you said that the number is approximately
1,000,000 persons.
Mr. Witte. I do not think I differ with Senator Wagner. Senator

Wagner does not say that this is to come from the public treasury.

There are approximately 3,500,000 people who, from their own means,
have not sufhcient to live on, but most of them are being supported
by their children and relatives and friends. The bulk of this cost is

now being borne and will continue to be borne by the children and
relatives.



ECONOMIC SECURITY ACT 69

Senator Hastings. So you do not think Senator Wagner intended
to imply tliat it was necessary to appropriate from some public funds
from the Federal and the State treasuries, $1,680, ()()(),000 a year.

Mr. WiTTK. 1 am very certaiji the Senator could not have meant
that.

Senator Byhd. Doctor, I woidd like to ask this question: To
what extent is the ability of the chihlren, the sons and the daughters,

to support their families, considered when the sons and the daughters
are not under the roof of the parents?
Mr. WiTTE. If they are not under the roof of the parents, in most

States it is a requirement of the State statutes—not of the old-age

pension laws, but, I tlunk, in all States, it is a requirement of the
general laws of the State—a provision ui the poor laws—that children

must support their parents if they have the financial ability to do so.

Senator Coxxallv. Children that have been emancipated and
over 21 years of age?

Mr. WiTTE. Yes; that is the general requkement. And that re-

c[uirement is legally enforceable in most States. It is in our State.

Senator Gore. I know an institution which I won't mention—it is

a home for the aged, which includes men and women. Some of

them, in addition to their support, get a little pension of about $10
a month. When those checks are received, their children drive in,

some of them as many as a hundred miles, to take these miserable
little checks from the withered fingers of these old octogenarians.

Senator Coxxally. That institution is not in my State, I may say.

Mr. WiTTE. The children can be legally made to support them.
The question that you raise. Senator, is what happens if there are

children, for instance in another State, who won't support their

parents, although they are able to? Obviously, the public cannot
leave these old people to starve. It has to take care of them, and
there are instances of children, unfortunately, who act as Senator
Gore described, and in that instance, I think that we will all agree
that, no matter how badly the children act, the public, if the old

people have nothing to live on, must step in. It, however, is a right

of the State to recover from the cliildren in practically every State
of the Union, if not in all of them.

Senator Byrd. What I want to be very clear in my own mind upon is

this: If these old people applying for a pension have a son or daughter
with enough property to support them or enough income, they will

be denied a i)ension even though that son and daughter have left

the home and have other obligations?

Mr. WiTTE. They can enforce it.

Senator Byrd. Is it proposed to do so under this legislation that

you have here?
Mr. WiTTE. Tliis legislation takes into account the actual situation

and leaves it up to the State administration to take the proper steps

to enforce the obligation of the children to support their parents. If,

in fact, there are some old people who, although their children are

able to support them, are living in dire want, I think any humane
administrator will take care of them and then try to proceed to recover
the money from the children. You would have to take care of them
first; you cannot let the old people starve.

Senator Byrd. As a matter of fact, you have dictatorial power in

this legislation over what the State is permitted to do. You can
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deny the entire payment to the State, even though this money comes
from the State originally and goes into the Federal Treasury, you can
refuse to have it go back to a State unless the State does the things

which your dictator under this bill sets up. Isn't that true?

Mr. WiTTE. The pension must be an amount adequate to support
the old couple in decency and health.

Senator Byrd. The administrator in Washington is to be the sole

judge as to whether or not a State receives any of this appropriation

from the Federal Government; isn't that correct?

Mr. WiTTE. I presume so. It is the same clause, the same sort of

standards you have for all kinds of aid. You have provisions, for

instance, in your highway grants of aid to the States, that the State

must comply with the prescribed standards, and as a matter of fact, I

think, no instance has yet occurred where a State has been denied its

allotments.
Senator Byrd. Yes; but I am answering the statement which you

make, in which you state that the States have a right to establish the

regulations. As a matter of fact, the Federal Government, through
the administrator, establishes them, and you are coercing the States

to do what the Federal Government desires, although the money
originally comes from the States.

Mr. WiTTE. We have very few standards. I think I can elaborate

on those in a moment, when I reach those. There are relatively few
standards.

Senator Costigan. The great merit of such legislation is that it

tends to bring about uniformity of standards in all the States.

Mr. WiTTE. Certainly. I was at the point of the actual pensions
paid. I tliink that is an important point. As the Senator stated

here, these are maximum amounts. The actual pensions paid in

1933, as this survey of the American Association for Social Security
indicated, were on the average slightly more than $19 a month.
That was the actual pension paid in all pension cases in the country.
That average ranged from $24.35 in Massachusetts, $22.16 in New
York, down to $6.13 in Indiana.
The total cost at this time, based on our questionnaire—the total

cost of the pensions paid to the 180,000 pensioners on the rolls in

October 1934 was $31,000,000, in round numbers. That is the
amount that the State and local governments actually expended for

old-age pensions. The average cost in October 1934 was slightly

less than $19. It has tended to go down rather than up, with the
financial stringency of the States and counties.

That is an average. Individual cases run much higher. In New
York City the average is $40 a month, or a little more than $40. In
New York State as a whole it is $22.16, but it is nearly double that
amount in New York City where it costs more for old people to live.

Senator Hastings. \Miat is the maximum in New York?
Mr. WiTTE. The maxmium in New York is this standard we have

in the law.

Senator Hastings. Without naming an amount?
Mr. WiTTE. Without naming any amount. "A reasonable sub-

sistence compatible with decency and health", is the language of the
New York and Massachusetts laws, and it is the language of this bill.

The Chairman. This would not take away from them the right to

pay what they are paying now, but the Federal Government could go
up and match it up to $15?
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Mr. WiTTK. That is riijht.

The Chaiumax. But it is possihlo for one trottino; $40 in New
'^'ork State now to iret $55?

Mr. WiTTE. I think there are indivichiai cases in which they will

jret as much as $60, dependintr entirely on their circumstances. There
are some old people that still have dependent upon them some young
people. There are o:randparents that are supporting; youno; people

—

where there is a family unit in which the head of the family is a
i:;randfather who is supportinij some grandchildren that arc left by a
dauirhter that has died, for instance. There are circumstances in
which the total allowance to take care of that family nmst be con-
sideral)ly more than $30. There are plenty of other cases where
there is some other income, and the allowance can be a small amount
to supplement such income.

Senator Byrd. do I understand, Doctor,t hat this Administrator
has supreme power to deny a sovereign State of this Union any bene-
fits of this pension system at all unless that State complies with the
regulations that he makes and he thinks are proper.

Mr. WiTTE. That is putting that in little stronger terms than I

would.
Senator Byrd. Is that not the truth under tliis legislation if it is

enacted as it now is?

Mr. WiTTE. Perhaps, theoretically, so.

Senator Byrd. Not theoretically. You are writing a law.

Mr. WiTTE. You have the same thing in other instances

Scjiator Byrd (interrupting): I want a simple answer to my ques-
tion, whether or not the Administrator can refuse any part of this

api)ropriation to a State if that State does not comply with regulations
which he desires.

Mr. WiTTE. Does not comply with the regulations prescribed in

the statute; not the regulations he desires. The standards prescribed
in this law.

Senator Bvkd. The statutues do not go into details as to what is a
standard of decent living. He can say what a standard of decent
living is, as to how much each pensioner should obtain if the State
does not provide that additional money, and then, as I understand
it, the entire appropriation is denied to that particular State. Is

that true?

Mr. WiTTE. If a State law does not pay pensions adequate; but as I

say, it is for the provision of a reasonable subsistence compatible
with decency and health.

Senator Byrd. Who determines the standards of decency and
health'?

Mr. WiTTE. In the first instance, the State administration. The
general question whether a particular State meets these standards will

be decided b}' the Federal Ciovernment and tiie representative of the
Federal Government.
The Chairman. Is not the proposition that you have certain rules

and regulations laid down in the law?
Mr. WiTTE. In the law itself.

The Chairman. As the State comes within the purview of the
proposition, they must present their plan to the administrator and
obtain his approval before the Federal aid goes to them, is that not
the case?
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Mr. WiTTE. That is the case.

Senator Byrd. With all due respect to the distinguished chairman
of this committee, as I understand the bill, it giYes to the Federal

administrator the right to set up certain standards of liYing, and if

those standards of living are not complied with, then that particular

State is denied any appropriation from this fund, and I would like to

have the witness answer the question yes or no.

The Chairman. What do you say to that?

Mr. WiTTE. I do not know that I can answer it yes or no, but if

I answered it in those terms, I would say no. Senator. There is no

authority here to the Administrator to set up rules and regulations

saying what shall be deemed an adequate standard of health. There

is no such authority in the bill.

Senator Byrd. But there is authority for the Administrator to

deny a State an appropriation unless he thinks that what that State

is doing is what he regards as right in that respect.

Mr. WiTTE. This bill, Senator, contemplates—this appropriation

will take effect July 1, 1936. Your State of Virginia passes an old-

age pension law. Let us say that the law is passed this winter. It

submits that law to the Administrator prior to July 1, 1936. He
takes a look at the law and determines whether the four standards

of the law in here are in that act, and if it complies with that act he

sets aside, he is required to, under this bill, set aside an allotment

for that State. There is a clause in here under which the Adminis-

trator may stop a payment, may stop future payments if the State

violates these standards.

Senator Byrd. In other words, the Administrator becomes the

dictator of State legislation, by your own statement.

Mr. WiTTE. The law requires standards. The standards are in

the law.

Senator Byrd. A sovereign State must submit to the Federal

Administrator a copy of the legislation before it is passed to ascertain

whether or not he approves it.

Mr. WiTTE. That is the same provision you have in all other acts.

Senator Hastings. Let me see whether by reading this law it will

not make perfectly clear what is contemplated. It is found in section

4 of the act. It says on page 3 [reading]:

A State plan for old-age assistance, offered by the State authoritj- for approval,

shall be approved by the Administrator only if such plan

—

and the particular paragraph is paragraph E on line 18—
shall be approved by the Administrator only if such plan furnishes assistance at

least great enough to provide, when added to the income of the aged recipient, a
reasonable subsistence compatible with decenc}' and health.

That is a part of it. And then it continues:

And whether or not it denies assistance to anj' aged persons, at least does not
deny assistance to any person who has resided in the State for 5 years or more
within the 10 years immediateh' preceding application for assistance.

And
Third: Has an income which when joined with the income of such person's

spouse, is inadequate to provide a reasonable subsistence compatible with de-

cencj' and health and is over 65 years of age,

et cetera.

That is the provision which Senator Byrd is talking about.
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Mr. WiTTE. Yes.
Sonator Gore. It seems to me the point in that is who is to define

ami interpret the phrase "decency and health", and then who is to

decide whether the State law is compatible with the standard so fixed.

Mr. WiTTK. The State law, Senator, states, as do the Massachu-
setts and New York laws—it is obvious that the Administrator at the

outset vvould have to say that New York and Massachusetts and any
other State that writes that standard into its law is complying with

the law. A situation might arise where a State subsequently—it is

not likely to arise, but it might arise—in which a State despite this

law paul pensions which obviously did not comply with its own act.

The Administrator could conceivable refuse an allowance. What I

mean is this: 1 want to ihustrate that a little. In the State of Nebras-

ka, because of the very bad conditions that have existed due to the

drought, under a new law that was enacted in 1933 pensions had been

paid of $2 a month in many of the counties. I tliink in a situation

like that there would be a ciuestion whether the Federal Government
should match that $2 by $1, and there might be a question whether
that was complying with the law. There is not any question that

any Administrator could not refuse a State the credit because he

thought S24 on the average was inadequate.

Senator Hastings. He would have to, under this law. He would
have to refuse to match it under tliis law\

Senator Gore. Why did j^ou say Nebraska pays so low an amount
as $2 a month?
Mr. WiTTE. It is a law that came into operation this year. It is

supported by the counties only, and many of the counties are abso-

lutely broke; Nebraska being in the condition it is in due to the

drought.
Senator Gore. Is it your contention, then, that under this law that

the National Administrator of this law ought to make those counties,

whether they can or not, provide a larger amount than $2?

Senator Costigan. As a condition of advancing their proportion.

Senator Gore. You say that they cannot because they are broke.

I do not know whether that would be regarded as a good excuse or not.

Senator Hastings. What is your understanding under this law?

Could you say that the Federal Administrator would match it or could

match it under those circumstances?
Mr. Witte. I would like to start with the beginning. Start off

\\ath the very beginning of this act, July 1, 1935. If you will look

at section 6, you have tliere a provision that the Administrator is to

make an allotment at the beginning of the j^ear to the State. There
has not been any administration at the beginning of the year. The
State submits its law and this law contains this provision. The
Administrator at that stage certainly cannot sav, "I refuse to set

up an allotment for this State that has this provision in the law." It

could not say that the State of Virginia, for instance, having that pro-

vision, is not entitled to any allotment. The statute says that he
shall set it up. The State draws monthly on that allotment, but
there is this clause in the bill that the Administrator may withdraw

—

section 7—the only clause that could come into the picture:

The Administrator may withdraw hi.s approval of a State plan, if after his

approval thereof such plan fails to comply with the conditions specified in section

3 of this act.
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An in section 3 of this act is the provision which says that they
must provide a pension to people who are over 65 years of age and
who are not inmates of institutions. That is the only condition.

Senator Hastings. Decency and health is in it, isn't it?

Mr. WiTTE. Yes.
Senator Byrd. In the original instance, the approval must first be

obtained from the Federal Administrator as to the details and as to

the amoimt of money that the State will furnish?

Mr. WiTTE. No; not as to the details and the amount of money.
Matching the allotment that the Federal Government sets up is

determined by the amount that the State has appropriated. The
only question that will be before the Administrator at the beginning
is: Does the law of the State of Virginia, or any other State, comply
with the standards? Is that in the law? Is it there? He has
nothing else to judge by. The State of Virginia has a law, let us
assume, that as written, puts these standards into its law.

Senator Byrd. Let us say that Senator Wagner, who is the chief

proponent of this legislation, is correct when he says that there

should be a minimum payment from all sources of $40 a month,
which under this legislation requires $15 from the Federal Govern-
ment and $25 from the State governments. If the Administrator
agrees with Senator Wagner, is it not true then that he could deny
a State any part of this appropriation unless that State contributed

$25, or unless the total income of the old-age pension amounted to

$40?
Mr. WiTTE. He certainly could not at the outset. That is very

obvious. The allotment must be set up. It will be drawn on montlily
on the basis of the actual expenditures of the State. There is a clause

that if the Administrator believes that the State is not compl^ang
with these conditions, the payments may be stopped.

Senator Byrd. Just answer this, please. I have not had an oppor-
tunity to read the legislation carefully and you have. Is it true that
the Administrator can set up a standard of decent living if he so

disposes, at $40, or $50, or $60 a month?
Mr. WiTTE. I think not. I see no authority in the bill that he

can do so.

Senator Black. May I ask just this one question? I am not sure
but I think we can clear this up. This bill specifically provides certain

things. I do not know what you think it does provide. You are not a
lawyer?
Mr. WiTTE. No, sir.

Senator Black. This bill does specifically provide beyond the
shadow of a doubt that the plans can be approved if they furnish

assistance at least great enough to provide, when added to the income
in! the aged recipient, a reasonable subsistence compatible with de-

cency and health, and it does undoubtedly provide that in case it fails

to meet that requirement, the Administrator can notify the State
ftuthorities and shall notify the Secretary of the Treasury to withhold
payments to such State. Undoubtedly the law as written, whatever
may be intended, gives to the Federal Administrator the right if the
State of Virginia, as suggested by the Senator, declines to pay $40 and
if the Administrator feels or believes that anything under that amount
will not probably take care of the aged in line with his views that he
can stop paying, and the question is, is that what is intended by the
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bill niid is that wluit you understood? Do tho committee on social

socurity want a law which docs ji:ivc that authorit}^ to the Federal
(Vdministrator, because this one does.

Senator Hastings. That is Senator Wagner's interpretation of it,

too.

Senator Black. Oh, yes. There is no question but what this one
does.

Mr. WiTTE. It is the same provision that you have in all kinds of

aid laws. As a matter of fact, you have had a wealth of experience,

and you Senators can judge mucii better tiian I whether this clause
will mean that sort of interference or not.

Senator Black. Do you think it should mean that? That is the
question?
Mr. WiTTE. I think it should mean that if a State actually pays

$2, that the Federal Government should not attempt to match
amounts of that sort, and if it pays any reasonable amount, the
Federal Government, any Federal Administrator, I think, would not
as a matter of fact interfere with the State's judgment in the matter.

Senator Black. Then you do favor—because it seems to me it is

a question for the committee and tne Senate to determine whether
they want that—but you do favor giving such authority to the Federal
Administrator, so that if a State fails to meet what the Federal
Administrator feels to be necessary for decent subsistence, that he
could decline to match it with Federal funds. That is the idea of

the bill? That is your idea as to wdiat the bill should contain?
Mr. WiTTE. Certainly. Just as you do with highw^ay aid and

every other aid.

Senator Black. That is one of the standards that is set up, and it

is recommended that the law provides that the Federal Administrator
can determine whether or not the State is meeting that standard?
That is what it does do? I do not think there is any question about
that, just as stated by Senator Byrd.

Senator Gore. Does this mean that these broke counties in Ne-
braska, if they did not put up $25 a month, that the Federal Adminis-
trator could withhold the $15 under this?

Mr. WiTTE. There is no $15 or $25 in this bill.

Senator Hastings. A maximum of $15.

Mr. WiTTE. A maximum of $15 for the Federal Government.
The Chairman. I believe that for the record, in order to clarify

Senator Wagner's statement, I should read briefly from his testimony.

Senator Hastings. Senator Wagner, do I understand that if a State sliou'd
find itself in a position wlierc it could not raise more than $15 a month which is

admitted would not apply to the requirements here
Senator Wag.ner (interrupting). That is not admitted.
Senator Hastings. I got the distinct impression that it took $40 a month to

make a decent living within the definition of this bill.

Senator Wagnku. I think I said to Senator Couzens that there are different

sections of the country in which the economic conditions are different, and
undoubtedly in some localities $.'^0 would go further than $40 would in other
localities. So that I distinctly said that I tliink it is uniform to make a uniform
and fixed rule as to that. If my own opinion were asked and I were to say, I

would like to give $40.

Senator Hastings. What page is that on?
The Chairman. Page 25.

109780—3.J PT 2 4
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Senator Byrd. What was the purpose in having the appointment
of the Administrator and a social board chosen solely by the Executive
without the consent and approval of the Senate?
Mr. WiTTE. I do not get that, sir.

Senator Byrd. Should not the nomination to this important office

be approved?
Mr. WiTTE. This does not state how the Federal Emergency Relief

Administrator shall be appointed.

Senator Byrd. You are going into a permanent proposition now
that is going to last for generations to come. It seems to me he should
be approved by the Senate just as the Cabinet officers are and the

other important officers of the Government. I would like to know
why it was done as it was.
Mr. WiTTE. This is not a statute setting up the Federal Emergency

Relief Administration. Your act set it up previously, and this does
provide that in the event that the Federal Relief Administration ceases

to exist, then its functions under this bill may be transferred to some
other governmental department.

Senator Byrd. You regard this as a permanent department of the

Government for generations to come, do you not?
Mr. WiTTE. Administration of the pensions is not work for one

department. This will be one function of one department, Senator.

Senator Byrd, Under what department will it function?

Mr. WiTTE. As this act stands now, under the Federal Relief Ad-
ministration and its successors, whoever Congress may designate as

its successors.

Senator Gore. That would be the successor of Mr. Hopkins in

case he retired, probably.
Senator Costigan. Senator Wagner said, continuing what the

chairman read a moment ago:

How else can we work it? We have to put large responsibility somewhere.
You have to trust somebody in these matters. We cannot sit here and pass
upon each individual case as legislators.

Is that your own judgment?
Mr. WiTTE. Yes; somebody must judge. That does not mean

every case, but it does mean that in a situation where it is very
evident that a State is not complying with the Federal standards

—

where, for instance, although it has a statute which says, "We will

pay a pension to people under 70 years of age", nobody in the State
ever receives a pension who is under 75—obviously in such a situa-

tion the administration would have a right to stop the allotments to

that State. I tliink it is certainly c{uestionable whether the Congress
would want to appropriate those funds when a State, despite the
fact that its law provided that a pension shall be paid to those over
70, actually did not pay any pension to those who were under 75.

Senator Costigan. It is then your judgment that the section is

desirable and of advantage to the State of Virginia rather than a
disadvantage.

Mr. WiTTE. That is my thought. It will secure a degree of uni-

formity, as similar provisions in other aid laws have secured. In
actual practice I tliink that no Administrator will act unreasonably.
I think you have to place reliance on your public officials to act within
reason.
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Senator Byrd. You are clear in your own mind now that this act
does rjive the Administrator risrht in the first instance

Mr. WiTTK (int(MTuptinfr). Not the first tinu\ The first time there
is nothinir that he can do except look at the law.

Senator livun. He can determine whether the State legislation sets

up a decent standard of livinsr. If it does not do that in his judfrment,
then he can deny the contrihution of that State. You admitted that
a little while ago in answer to a question from Senator Black, so I

hope that your mind is still clear on that.

^Ir. WiTTE. If the State law provides, as does the State law of

Massachusetts and of New York, the Administrator obviously would
have to approve the law.

Senator Bykd. In other words, you start ofi" with the first proposi-

tion that the les2:islation passed by the States nuist be approved by
the Federal Administrator before that particular State can receive

any benefits from this appropriation. There is no difi'erence between
us on that.

The Chairman. There is no doubt about that is there. Doctor
Witte?
Mr. Witte. Obviously somebody has to determine whether these

States are

Senator Byrd (interrupting). You said a little wliile ago that that
was not the case and I want to be certain that you and I agree on
that, because to me that is a very important question.

Mr. ^VITTE. All you have to do is to write three lines in your
Virginia law to meet that. If those lines are in there, you are all

right.

Senator Black. That would mean if he writes the lines that you
state, if he writes these words, then they have met it in the initial

outset.

Mr. Witte. Certainly.

Senator Black. If he simply puts in the law that the State shall

pay a reasonable subsistence compatible with decency and health.

That is correct as to the initial passage of the law?
Mr. Witte. Certainly.
Senator Black. If after that the State of Virginia should conclude

to pay only $10 a month and the Federal Administrator concluded
that that was not sufficient to give reasonable subsistence compatible
with ilecency and health, then the Federal Administrator could in

his discretion cut off the payments from the Federal Government to

the State of Virginia.

Mr. Witte. Yes, sir.

Senator Black. That is correct?

Mr. Witte. Yes, sir.

Senator Byrd. That is not what I understand. He will be forced

to do that because the State has to contribute $15.

Mr. Witte. No; that is a mistake. That is not in the law.

Senator Hastings. Doctor, I would like to ask you this ques-
tion

Senator Byrd (interrupting). E.xcuse me. Senator. Can I get this

clear? Do I understand then that the Federal Government would
contribute more than the State would contribute?
Mr. Witte. No.
Senator Byrd. In other words, could the State contribute $10?
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Mr. WiTTE. The State might contribute $5 and the Federal Govern-
ment might contribute $5, and that might be adequate. It will, in

many cases.

Senator Byrd. That is true, but it goes back to the other proposi-

tion that you could set the standard of living at $40 or $50 in the
judgment and discretion of the Administrator. I am speaking as a

matter of law and not what the Administrator will do. I am assuming
that he is in sympathy with Senator Wagner who is the chief exponent
and perhaps the greatest student of this legislation. But if the State
administrator should fix it at $40 he could deny Virginia a part of this

under those conditions; is that true?

Mr. WiTTE. It might be. But I say there is no authority in the
Administrator to say that $40 is the minimum. That is not it. He
has to make a finding; he will have to determine that Virginia is not
providing "a reasonable subsistence compatible with decency and
health. " That means a varying amount under varying conditions.

Senator Byrd. Still it gets down to the dollars and cents of what
you regard as a standard of living and what creates that standard of

living, and that is money; therefore you have to get down to the
amount of money which is contributed by the State, which is a definite

amount.
Senator Hastings. I would like to inquire, from the committee's

point of view, what is the objection in the illustration that you have
given where, because of the serious conditions Nebraska found itself

able only to pay $2 a month. What is the objection to the Federal
Government contributing a like amount of $2 a month when it is

shown conclusively that that is all that the State could aft'ord to pay?
Is that not all the more reason why the Federal Government should
contribute when the State has gotten to a position where it cannot
pay more than a small sum like that?
Mr. WiTTE. If you state it like that, that would be correct, if

actually that was all that they could pay. We now know through
experience with emergency relief—^we have had the same situation

with reference to emergency relief, the Administrator has discretion

to require^—in fact he has much wider discretion than he has under
this bill—and under that bill we know that some communities have
not done their fair share. If this is all they can actually do, that is

one thing.

Senator Hastings. This law does not permit the Administrator,
though, to contribute under circumstances like that.

Mr. WiTTE. Yes, it does.

Senator Hastings. Well, no; it does not.

Mr. WiTTE. He has to stop, you mean?
Senator Hastings. He has to stop.

Mr. WiTTE. It is in his discretion.

Senator Hastings. Oh, no, not at all.

Mr. WiTTE. Section 7, Senator.
Senator Hastings. Oh, yes. You mean it is in his discretion?
Mr. Witte. The only case, as this discussion has brought out, is

that after an allotment has been made, the Administrator may stop
the allotment. The Administrator may withdraw his approval of

the State plan if after his approval thereof such plan fails to comply
with the conditions specified in section 3 of this act. In cases of such
withdrawal, he shall notify the local authorities.
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Senator Hastings. That is mh additional power p;iven him.
^^l•. WiTTE. That is tho only |)o\\(>r that ho has to stop this allot-

ment.
The C'haihmax. Dr. Witte, tho coniinittoo will appreciate it if you

can return in the inonuji*:. ^liss Perkins has heen hefore the House
Ways and Moans Coniniittee, and it is rather late now, and we will

hear Miss Perkins Friday morning. That will be more convenient to

her, and Mr. Green, of the American Federation of Labor, will be
here in the mornini:: also.

I would like for the committee to jz;o into executive session for a

few minutes. There is a nmttor of some importance which I want to

take up with them. We will adjourn now until tomorrow morning at

10 o'clock.

(Whereupon, at 11:50 a. m., an adjournment was taken until

10 a. m. of the following day, Thursday, Jan. 24, 1935.)
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THURSDAY, JANUARY 24, 1935

United States Senate,
Committee on Finance,

Washington, D. C.

The committee met, pursuant to call, at 10 a. m., in the Finance
Committee room, Senate OfHce Building, Senator Pat Harrison

(chairman) presiding.

Present: Senators Harrison (chairman), King, Barkley, Connally,

Gore, Costigan, Clark, Byrd, Lonergan, Black, Gerry, Guffey,

Keyes, La Follette, Hastings, and Capper.
The Chairman. All right Mr. Witte, we will proceed.

STATEMENT OF EDWIN E. WITTE, EXECUTIVE DIRECTOR COM-
MITTEE ON ECONOMIC SECURITY—Resumed

Mr. Witte. With reference to the matter that was discussed

yesterday, the matter of standards and administrative control over

the standards, I would like to say that that, of course, is entirely a

matter for legislative determination. There are three courses of

action that are possible. One course of action is simply to strike out

section 7, which would leave the standards prescribed but would not

vest in any administrative officer the power to stop allotments after

they had been set up.

Another possibility is the establishment of minimum standards

directly in the law. If you prefer, you can sul)stitute for the present

provision-

The Chairman. That is section 4?

Mr. Witte. Section 3 and paragraph (3) of subsection (e) of section

4. The provision is that the State law must provide for payment of a

pension "assuring a reasonable subsistence compatible with decency
and health." You can substitute for that, if you see fit, a minimum
standard.
The third possibility is the one which appeared to our Committee

the most advisable, vesting in some administrative official of the

Government the authority to determine whether the standard now
in the bill is being observed. That appealed to the Committee as

being the course which would create the least dilficulty because it

svouid j)ermit of adjustments for all portions of the country. It has

not been the thought of the Committee on Economic Security that a

$40 minimum, for instance, is a proper standard in every portion of the

country'.

The Chairman. Where do you get this $40 minimum? It is

fixed pretty well in here at $30 minimum, isn't it?

Mr. Witte. 1 think that statement came from certain testimony
of Senator Wagner.

81
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The Chairman. Well, Senator Wagner was merely expressing his

own opinion, that he was willing to go on with $40.

Mr. WiTTE. And $40 is probably the minimum in New York City,

but it is quite a different thing in a remote rural section.

The Chairman. Well, he stated that in his testimony.
Mr. WiTTE. If the provision is left flexible rather than definite it

seemed to our committee that this afforded the best opportimity to

meet the varying conditions throughout the country. If you prefer

to write into the law a minimum of $30 or a minimum of $40, or any
other amount, that is within your authority. It seemed to us, how-
ever, that under all of the differing circumstances presented in this

great country of ours that the most feasible policy would be to vest
some discretion in an administrative official. That is entirely for

your determination.
Senator Gore. Mr. Witte, do you think in a country like this,

where equality is a tenet of our liberal creed, that you can, in the
long run, establish and maintain an inequality of that sort between
the city and the country?
Mr. Witte. I think. Senator, there is equahty here. The equality

is' that in the rural district as well as in the industrial communities
the allowances must be sufficient, with other income, to provide "a
reasonable subsistence compatible with decency and health." That
is equality.

Senator Gore. Here is what I am getting at. That is one standard,
and it is not a bad definition either, but suppose the people in the
country are not satisfied with it and they get on the backs of their

Congressmen and Senators and say, "I am just as good as the 'fellows'

in New York City; I have paid taxes in my time. " Do you think the
members in Congress are going to vote to maintain an inequality of

that sort against the terrific pressure on the part of those who feel

they are discriminated against?
Mr. Witte. That is one reason. Senator, why the limit of what -the

Federal Government \vill pay is specified in this bill as $15 a case;

that equalizes the Federal grants between the city and country.
Senator Gore. You do not expect that limit to last 5 years, do you?
Mr. Witte. That will be up to Congress.
Sneator Gore. Absolutely. Pressure will make them raise that.

This pressure is irresistible.

Mr. Witte. Whether you write the definite amount in or write a
more flexible standard, it seems to me you would have the same
pressure. Senator.
The Chairman. Of course you and your associates have discussed

this a good deal, I suppose, and have considered the proposition of

whether or not the States would put up an equal amount for old-age
pensions as is put up by the Government, the Federal Government,
under such laws as may be passed by each State up to $15 a person.
You considered that, did you, just leaving it that way without putting
a definition in such as you have here, "a reasonable subsistence com-
patible with decency and health"?
Mr. Witte. Writing no other standard than that the Federal

Government will match the States?
The Chairman. And leave that entirely to the States as to what

amount they are going to pay and the Federal Government pay up
to $15. Of course there is no limitation as to the amount the States
might give to any old-age pension.
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Mr. WiTTE. As I stated, Senator that is one of three courses that is

open. It sooinod to us iiioro desirable to write a flexible standard, but
that is entirely for your judjxiuent.

On this first title the only other matter 1 think 1 have not dealt with,

unless the Senators have questions, is the matter of cost. I have
four tables that I would like to submit at this point as a part of the

record, if I mijjht. These are estimates of the cost of a Federal sub-

sidy for old-acre assistance, provided for in title 1, and two sets of esti-

mates, one prepared by the stall" of our committee, first on the basis

of the cost if you do not establish a contributory annuity system
simultaneously or practically simultaneously, and the other an esti-

mate of what will be the cost of these pensions in the years to come
with a contributory annuity system. Second, I have estimates by
our consultincr actuaries g:iving the same data. The consulting

actuaries' figures are considerably higher and take into account the

probable tendency for the pensions to increase in the course of time.

These tables give the best estimates that we can get on the probable
cost in the future. They are maximum estimates of cost computed
by our consulting actuaries, on the assumption that every State in

the I'nion will have an old-age pension law in operation by the time
this appropriation takes efl'ect, which is July 1, 1935.

(The documents referred to are as follows:)

T.\BLE I.

—

Amount of Federal subsidy to State old-age pension plans, without a

contributory system

[Estimate of the staff of the Committee on Economic Security, assuming (1) rJcpendency ratio of 15 per-

cert in 1936, increasing thereafter to maximum of 40 percent in 1961 and subsequent years; (2) average
yearly grant of $20 per month; (3) Federal subsidy of one-half total payments, and one-half administra-
tive costs]

Year
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Table III.

—

Amount of Federal subsidy to State old-age-pension plans without a
contributory system

[Estimate of the consulting actuaries of the Committee on Economic Security, assuming: (1) Dependency
ratio of l.'j percent in 1936, increasing to 20 percent in 1937, 25 percent in 1938, 30 percent in 1939, 33 per-

cent in 1940, and thereafter, by ) percent increments, to maximum of .50 percent in 1957 and subsequent
years; (2) average total grant of $25 per month from State and Federal Governments combined; (3)

Federal subsidy of one-half of total costs, excluding that portion of individual grants in excess of $30 per

month and that portion of administration expenses in excess of 10 percent of total pension payments]

Year
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month - the actiuiries arrived at a fisriire of $136,000,000 for the first

A'oar, and incroasinir amounts thereafter. The pension costs will in-

crease hecanse of e.\i)ected increases in dependency and still more
because of the expected increases in the number of old people. The
final cost of old-aire ])ensions to the Federal Government, if you do
not adojit a contributorv svstem, according to the actuaries' esti-

mates will be $1,300,000,000', in 19S0. According to the actuaries, if

sinudtaneouslv von adopt a sj'stem of contributorv annuities that

cost will not be $'l ,300,000,000 in 1980, but will be $500,000,000. There
will still be pensions, even with a contributory annuity system, for

the reason that the contributory annuity system can be made
applicable only to employed persons. Forty percent of the persons

that are classified in the census as being gainfully occupied are not

employed persons, they are self-employed persons, the farmers, the

business men, the professional people. ^Y[n\e a smaller percentage

of these self-employed people are probably in need of pensions, never-

theless it is a common observation that even people who have h.^d a

good income during a part of their life frec^uently at the age of G5 are

without any income.
Those are outside estimates. Our staff is of the opinion that those

estimates will not be attained. We believe that the pensions will

not go up as much as the actuaries have calculated—^it is all an esti-

mate. But tins is true, that the pension costs will materially increase

in future years, due primarily to the fact that the number of old people

is steadily increasing and there is a high degree of probability that the

ratio of the dependency will also increase.

In the first vear, it lias been the thought of our Committee that

$50,000,000 will be sufficient. We arrive at this figure in this manner:

Two-thirds of tlie country is now in territory in which old-age pension

svstems are in operation. In that territory the old-age pensions

actuallv ijranted amounted to $31,000,000 per j^ear. That is the

present expenditure. Helf of tliis is $15,500,000. So we believe that

$50,000,000 is probably an adequate figure for the first year, taking

into consideration that 20 States do not have a pension law^ now and

while a considerable number of these States will probably enact

laws before July 1, 1935, they will not all do so at once.

Senator Gore. Have you ever figured, Mr. Witte, whether or not

these appropriations, the expenditures by the States on old-age

pensions, are limited by the fact that when people in the State pay
taxes they know they are paying taxes, and they have a check on it,

but when the Federal Government enters into this scheme, then they

have no check on who is paying the taxes, they think nobody is paying

the taxes, that it is just bounty coming from Santa Glaus, or somebody
else, there is no check on that?

Mr. Witte. Senator, that is the double check that we have in this

bill. The great protection of the Federal Government is that the

States pay at least half the cost.

Senator Gore. Yes.

Air. Witte. That is the double check. We feel that this will

protect the Federal Treasury and that this is ample protection.

Senator Gore. On that point now, vou estimate that the total

e.xpenditure will be $1,300,000,000 by ^the year 1980. Would you

be surprised if it would reach that figure by 1950?

Air. Witte. I would be greatly surprised.
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Senator Gore. I hope that some curious historian will then check
the record of this day.

Senator Hastings. In that connection I should like to inquire

whether in your estimates as to the increase it is confined to the in-

crease in old persons only, or have you taken into consideration the

tendency, when you establish old age pensions, for the aged persons to

come into those bounties when they would otherwise get along with the

help of their children and other sources?
Mr. WiTTE. We have taken into consideration that tendency.

Costs will increase not only because of the factor that jou mentioned
now. Senator, but also the factor that at tliis time, as a result of the
depression, people past middle age have lost their life's accumulations,
so many of them, and that dependency in the years immediately
ahead will probably be very much greater than it was before the

depression. Our actuaries have taken into consideration this factor,

and so has the staff, that there will probably be an increasing rate of

dependency. The actuaries start with a 15-percent dependency rate,

which they estimate will increase quite rapidly so that by 1940 there

will be a 33-percent dependency, and they finally reached a figure of

50-percent dependency.
Senator Gore. You mean of people 65 years of age and over?
Mr. Witte. Yes, sir; our staff feels that that is too h^gh an esti-

mate, based on the experience of other countries. Thr^ Dominion of

Canada has had an act of this kind in operation since 1927, under
which the Dominion pays 75 percent of the pension cost and the
Provinces pay 25 percent of the pension cost. In Canada, there has
been, in this period of depression, as you might expect, a tendency for

an increasing number of persons to get on the pension lists, because
actually people have been dependent—we have had them on the

relief list and they put them on the pension list—but in Canada the

dependency rate has not approached these maximum figures that our
actuaries estimate. We do allow for that factor, Senator; we allow

very heavily for that factor. There must also be taken into consider-

ation the increasing number of aged in this country.
Senator Gore. ISlr. Witte, can that go on indefinitely with the

dinunishing birth rate? I do not have the statistics on that.

Mr. Witte. No; by 1980 we have reached the same position

—

that is the assumption—the same position that European countries

have reached already, a condition where the population is practi-

cally stationary, and after that births will once more equal deaths.

The Chairman. What do they pay on old age pensions in England?
Mr. Witte. The noncontributory old-age system pays 10 shillings

a week. Ten sliillings is, in our money, $2.50.

Senator Gore. Where is that?
Senator Hastings. In England.
Mr. Witte. In England, In Canada, the pension is $20, a maxi-

mum of $20. That is, the contribution on the part of the national

government is figured on $20.
Senator Costigan. Mr. Witte, your figures provide a basis for

calculating the increased cost of pensions if they are raised to $40
per month, do they?
Mr. Witte. No; the increased cost will probably not be very

great. I assume you meant a $20 maximum for the Federal Govern-
ment?



ECONOMIC SECURITY ACT 87

Senjitor Costigan. $20 or $25.

Mr. WiTTK. It is vorv dcnihtful whetlior in most States of the

I'nion the ])oiisioTis would bo very lartre it" you made tlio ma.ximum
that the Federal (Jovernment would pay $20 instead of $15. They
would be larj2:er in the urban centers. In New York City, as T stated,

the pensions now are $40 on the average, and if j'^ou take off the limit

for the cases in New York City you will be payinc; $20. For the
cases in the rural territory it is not expected that the pensions will

be. at least initially, even as hio-h as $30, because many of these people
have some income of their own and you do not have to pay the whole
cost

.

vSenator Costigan. Are you in position to place in the record the
Federal Government's share of this expense, provided Congress
determines to raise the Federal contribution to $20 or $25 a month?
Could you do that during; the day, if not at this moment?
Mr. Wittp:. I think that is given hi the tables of stafl' estimates.

I think that the $25 estimate' would be ample even if you take off

the entire $15 limit, and say, "You will pay half the pension cost, if

you sec lit to do tha'." I think the average would not be over $25,
even in that event. It would, perhaps in future years, but not at the
present time.

Senator Hastings. Have you any estimate as to how many wage
earners, under this plan, would be contributing to this fund?
Mr. WiTTE. That is the contributory system. Senator? These

figures all relate to noncontributory system, and this big estimate of

$1,300,000,000 by 1980 assumes you are not starting a contributory
system at the same time. If you start a contributory system you
bring down the cost.

Senator Costigan. You are referring to old-age pensions as applied
to people now 65 years or more of age?
Mr. WiTTE. Yes.
Senator Hastings. What you are now talking about has nothing

to do Nnth the contributory system?
Mr. WiTTE. No, sir.

Senator Black. I understood you to say, Mr, Witte. that if the
contributory system \vas adopted that the $1,300,000,000 would be
reduced to probably $500,000,000?
Mr. Witte. Yes, sir.

Senator Black. So that in that estimate you did give that figure
assuming that the contributory system would be adopted?
Mr. Witte. This contributory system outlined in the bill.

Senator Hastings. There is another cjuestion. I might as well
ask it here as some other place. Have you an}" estimate as to how
many people, how many wage earners, will be compelled to contribute
to this fund when this act goes into effect on Januar}^ 1, 1937?
Mr. Witte. The entire number of wage earners in the country?
Senator Hastings. Yes.
Mr. Witte. The number is approximately 40,000,000.
Senator Hastings. That is what I think—about 40,000,000.
Mr. Witte. Yes.
Senator Hastings. Has it occurred to the committee what might

happen to this long-time planning if that 40,000,000 began to resent
that tax that they have to pay out of their weekly wage?
Mr. Witte. I presume they would "up" the annuities, and "up"

the cost of the Government, if there were that sort of a feeling.
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Senator Hastings. Of course you appreciate if 40,000,000 people

in this country made up their minds that they did not like it, it would
end the whole business, wouldn't it?

Mr. WiTTE. The tiling they would then be demanding would be

pensions without contribution. Now, as a matter of fact, Senator,

I think this depression has made people realize—even younger people

realize—the necessity for making provision for old age to a much
greater extent than prior to the depression. I doubt whether a

contributory annuity system is resented by labor. Even younger
workers appreciate what a problem it is to make provision for old

age. Their own parents are at present in distress in many instances

and they know, as they have never known before, how vitally neces-

sary it is to make some provision for old age.

Senator Hastings. The other day Senator Wagner called our

attention to the fact that in the prosperous year of 1929 there were
6,000,000 families earning less than a thousand dollars annually, that

there were 16,000,000 families earning less than $2,000 a year, and
20,000,000 families earning less than $2,500 a year. Now if you
assume that those maximum figures were being earned by these

families it would amount to $88,000,000,000, and the annual tax on
that, to begin with, woidd be $440,000,000.
Mr. WiTTE. I did not understand the figures. Senator.

Senator Hastings. That if vou have 6,000,000 families and figure

them at a thousand dollars a family, and 16,000,000 at $2,000 a

family, and 20,000,000 families at $2,500, you would have a total of

$88,000,000,000 that those families would be receiving, and if you
put a one-half of 1 percent tax on them, I think it amounts to $440,-

000,000. Now I am wondering, with those average salaries already

very low and with the families needing every cent they can get,

whether or not they are going to be willing that $440,000,000 shall be
taken out of them for any purpose, even though you try to convince
them that it was, in the end, for their own good.
Mr. WiTTE. I do not quite understand the figures. I have not had

an opportunity to examine them.
Senator Hastings. Assuming those figures to be correct, do you not

think those people wdll rise up and have a lot to say about it, have a
lot of complaint to make long before this thing is in operation, very
long, and which might result in ending the whole business?

Mr. WiTTE. My answer to that. Senator, is this: The poorest
people now know what old age costs. If not in the average case then
in any number of cases these people are now supporting, at tremendous
sacrifices, their own parents. In these groups they are now contribut-

ing a great deal more toward the cost of old age than this 1 percent;
rising to 5 percent, of which they pay only half. They are contribut-
ing a great deal more than that.

Let me also suggest this. Senator: Contributory annuity systems
are in operation at this time in substantially every European country.
Some form of old-age security legislation is in operation in substan-
tially every country in the world, with the exception of China and
India. People in these countries haven't found contributions so very
annoying. Likewise, employers in this country have in operation
industrial pension plans under which more than 5,000,000 workers
are included and most of these plans require employee contributions
that are heavier than those contemplated in this bill.
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Soiiiit(H- Hastings. This does not roliovc tluMii ol" those contribu-
tions. th(Miirli. This supphnits th!i(, ami tho.v prolxibly wouhl iiavo

tt> ahjuulon their plan whieh allects those 5, 1)00, ()()() workers in

order to accept this ii:ovcrnniental plan, and the chances are the
irovernniental phin, as far as that 5,000,000 workers is concerned, is

iiothiniT like as good as the plan that now exists. Is not that probably
true'.'

Mr. WiTTE. The industrial pension plans will probably function
on top of tliis ])lan, because they provide more. This provision is

merely a minimum j)rovision. I suggest this. Senator: Mr. William
Cireen, president of the American Federation of Labor, will appear
before you; 1 suggest that you ask him whether labor resents maldng
contributions to provisions for old age.

Senator Hastings. He only speaks for about a million and you
tax here 40,000,000. That would make his answer not controlling,

so far as I was concerned.
Mr. Witte. Of course it is a matter of opinion, Senator.
Senator Hastings. Yes.

Mr. Witte. My opinion is, while there maj' be some feeling on the
part of the younger workers that they should not contribute, I believe

that will not be the case generall}^, because even the younger workers
now know w^hat a problem old age is—they know that from their

own families, they know it because they have had to bear the brunt
and they are bearing the brunt of this burden. This is designed not
only to help out the old people, but this will help the younger men
who are now making these sacrifices for their parents. As this con-
tributor}" s^'stem comes into oi)eration, under which each person builds

up his own i)rovision for old age, it will help to lighten the load. My
judgment, Senator, is that in this country, as well as in all other
countries, old-age security will prove very popular, rather than the
reverse.

Senator Gerry. Could you state when the Canadian act was
passed?

Mr. Witte. It was passed in 1927.

Senator Black. Dr. Witte, do 3"ou have any figures as to how many
of these aged men or women are dependent on children who are
making under a thousand dollars a year?

Mr. Witte. I do not know of any studies of this kind. I think it

is a very large percentage, Senator.
Senator Black. And a very large percentage also, I would assume,

dependent on those families who ai'e making under $2,000 a j^ear?

Mr. Witte. The aged dependents are mainly in the group of popu-
lation that have had very small incomes.

vSenator Black. And those groups predominate?
Mr. Witte. Those groups predominate. The bulk of the depend-

ents. Senator, unrjuestionably are in these low-income groups. The
people in the low-income groups are now paying the cost of the in-

security for the aged. As you make provisions for the aged, these

people will realize that such provisions will help them.
Senator Gore. That is, you mean the children will be relieved of

this burden and it will be transferred to the State, or to the taxpayers
generally?

Mr. VViTTE. This burden, under the contributory system, will be
transferred to the employers and employees.
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Senator Gore, You are speaking now of the contributory system?

Mr. WiTTE. Yes. The contributory systems is the plan for making
provisions for old age on other than a gratutious basis.

Senator Gore. It is your feeling that the children ought to con-

tribute, ought to continue to contribute to the maintenance of their

parents?
Mr. WiTTE. To the extent of their ability; yes.

Senator Gore. Do you not think that there is as much moral
obligation on the paft of the children to support their parents as on
the part of the parents to support their children?

Mr. WiTTE. I think so; yes, sir.

Senator Gore. In Russia they have a scheme, I think, under which
the State relieves the parents of that expense, they undertake to raise

the children and assume that expense. You say that the youngsters

are bearing this burden. Do you have in mind any plan of pensioning

the young people, getting them started off right so that they do not

have to face the struggle for existence?

Mr. Witte. No, sir.

Senator Gore. Now do you have in mind any report that embodies

or epitomizes the different plans in vogue in the different countries?

Mr. Witte. We have submitted that in the record.

The Chairman. That was submitted yesterday.

Mr. Witte. Yes, sir.

Senator Gore. I see. Have any of those countries the direct

primary election system?
Senator Hastings. What was your question?

Senator Gore. Whether any of these countries have direct primary
elections?

Mr. Witte. Some of them have democratic forms of government.

Old-age security systems exist the world over. They exist in substan-

tially all countries of the world at this time, except China and India.

Senator Black. In England?
Mr. Witte. They have them in every English-speaking country.

Senator Gore. In China their old-age insurance is producing large

families, producing as many children as thev can, so the children can

maintain the parents in their old age. That is their method of old-age

insurance.

Mr. Witte. And it results in famines and starvation every once in

a wliile.

Senator Gore. You do not tliink this will result in famine and
starvation here?

Mr. Witte. No, sir.

The Chairman. How long has that poUcy been in vogue in China?

Mr. Witte. I think for generations.

Senator Gore. Immemorial; yes, sir.

Mr. Witte. It has resulted in a civilization such as we would not

tolerate. It has resulted in actual starvation.

Senator Gore. China is the oldest country in the world, but

whether it is due to that cause or not is debatable, I wish you
would name the members of the Committee who prepared this

report,

Mr. Witte. The Committee consisted of the Secretary of Labor,

the Secretary of the Treasury, the Attorney General, the Secretary



ECONOMIC SECURITY ACT 91

of Apiculture, »nul the Federal Emerjrencv Relief Administrator.

It is a Coinniittee created by P]xecutive order of the President.

Senator (iouE. Did that Coininittee consider at any time the
so-called "Townsend old-ajre pension ])lan"?

Mr. WiTTE. Certainly.

Senator Gore. What was your jud^rment and the judgment of the

Committee in reference to the so-called "Townsend old-age pension

plan "?

Mr. WiTTK. The judgment of the Committee was that the Towns-
end-old-age pension plan is not linancially possible.

Senator (tore. You think that is a sort of an overdraft?

Mr. WiTTE. Certainly, it is an overdraft. The Townsend old-age

])ension plan would re([uire approjn-iations at this time of approxi-

mately 25 billion dollars. It would require taxes which are more
than double the taxes levied by Federal, State, and local governments
combine, to take care merely of the people that are now over 60
years of age. It involves a prospective obligation of $250,000,000,000
to take care of these people that are now over 60 years of age. That
is clearly beyond our financial possibilities.

Senator Gore. And vou make a point of that, that it is an impossi-

bility?

Mr. WiTTE. Yes.
Senator Gore. Do you think the difference l)etwcen that plan and

this plan is a difference of kind or a difference in degree?

Mr. ^VITTE. It is a difference in kind as well as in degree.

Senator Gore. A difference in principle as well as the large cost?

Mr. WiTTE. Yes.
Senator Gore. You said yesterday that you are not a lawyer, and

so I will not ask you, but did any member of your committee or did

anj^one else prepare a brief showing the constitutionality of the pro-

posal to establish a noncontributory system of old-age pensions?

Mr. WiTTE. We haven't any brief, but it can be prepared, I am
certain.

Senator Gore. I wish you would have it prepared, pointing out

what express power in the Constitution authorizes the establishment

of a noncontributory system of old-age pensions, or from what express

power 3"ou deduce or draw the implied power to take the money out of

one man's pocket and give it to another person. It is interesting and
I would like to have it introduced.

Mr. WiTTE. Twenty-eight States now have pension laws, and they

have been sustained.

Senator Gore. That is an entirelj^ different thing. There is no
doubt a State can establish old-age pensions, contributory and non-
contributor^^ A State legislature has all legislative powers that are

not denied to it by its own State constitution or by the Constitution

of the United States. Whoever proposes to Congress to do anything
must produce a section in the Constitution, a clause that authorizes

Congress to do that act, or the grant of power from wliich it is deduc-
ible. That is the point I had in mind.
Mr. "WiTTE. wSenator, the Attorney General was a member of

the Committee. The Attorney General signed this report, and
no doubt he will be willing to appear before you on the ciuestion of

constitutionality.

109780—35 PT 2 5
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Senator Gore. I would be glad if he would.

Senator Lonergan. Are you through, Senator Gore, with the

witness?
Senator Gore. I believe I am; yes. Go ahead.

Senator Lonergan. Dr. Witte, who drafted this bill?

Mr. Witte. The Committee had a counsel who drafted tliis bill,

Thomas H. Elliott. The counsel drafted the bill in cooperation with

the Members of Congress who offered the bill in the two Houses.

Senator Lonergan. Did the Committee have before it copies of

laws of other countries?

Mr. Witte. All of them.
Senator Lonergan. And in part this bill has been copied from other

countries?

Mr. Witte. I think it was copied mainly from our own laws.

These provisions, for instance, in title 1, that we have been dis-

cussing, are taken from the laws of the 28 States that now have old-

age pension laws. You have had bills in both Houses of Congress

dealing A\^th substantially all these subjects, in several different

Congresses.
In tliis connection I have just been informed that there is a brief

on the constitutionality of old-age pension legislation in the printed

hearings before the Pension Committee of the Senate in the Seventy-

first Congress.
Senator Gore. I wonder whether, when you submit that statement,

you could cite the volume and the page, if it is not too much trouble.

Air. Witte. Certainly.

(The document referred to is as follows:)

Federal Aid Bill—The Constitutionality of the Old Age Assistance Bill

(By Joseph P. Chamberlain, of Columbia University)

[Reprinted from Hearing before Senate Committee on Pensions, 71st Cong., 3d sess., on S. 3257, pp. 99-101]

There are several Federal statutes which make or authorize appropriations

offering Federal aid to the States in conducting certain charitable, social, and
educational enterprises. The acts referred to are the Smith-Lever Act (38

Stat. 372), agricultural extension work in State Colleges; the Smith-Hughes
act (39 Stat. 929), for training teachers of vocational and agricultural sub-

jects and paying teachers' salaries; the Smith-Sears Act (41 Stat. 735), indus-

trial vocational rehabilitation; the Federal highway act (42 Stat. 212), and
the Sheppard-Towner Act (42 Stat. 324), maternity and infancy welfare.

Doubt of the constitutionality of the Sheppard-Towner Act was expressed

in an opinion by the attorney general of Massachusetts, 1922. (7 Mass. Law
Quarterlv, May 1922, 67.) As a result, two cases were brought to the Supreme
Court to enjoin its enforcement. (Mass. v. Mellon; Frothingham v. Mellon,

262 U. S. 467, 67 L. Ed. 1078 (1922.) The first was brought by the State,

claiming the act invaded the right of the State to local self-government and
was a usurpation of power by Congress and that it imposed on the State an
unconstitutional option either to yield its reserved rights or to lose its share

of the aj^propriation. Considering the suit as being brought by the State in

its own behalf, the court said, "We arc called upon to adjudicate, not rights

of person or property, not rights of dominion over physical domahi, nor quasi-

sovereign rights, actually invaded or threatened, but abstract questions of

political power, of sovereignty of government. No rights of the State falling

within the scope of judicial power have been brought within the actual or threat-

ened operation of the statute. If an alleged attempt by congressional action

to annul and abolish an existing State government 'with all its constitutional

powers and privileges' presents no justiciable issue, as was ruled in Georgia v.

Stanton (6 Wall. 50, 75; 18 L. Ed. 721, 724), no reason can be suggested why it

should be otherwise where the attempt goes no further, as it here alleged, than

to propose to share with the State the field of State power." The court pointed
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out tlijit no State riglits wore iiivnded merely t)y extending tlic option, and held

tliat the (lucstion of usurpation of power, when nothing liad i)een done and nothing
was to i)e done without the .State's eonsent, was not a judicial ciuestion, of whicli

tlie court would take eogni/.anee, but a politieal cpiestion over whicli the court had
no juristliction. In short, the court decided that the act involved no State rights

protecte<l l>y the C\institution and that there was nothing contained in it to lead

the court to tind it luicoustitutional as a usurpation of j)ower.

It also held that a State cannot as parens patriae institute judicial proceed-
ings to protect its citizens who are also citizens of the United States from the
operation of a statute of the I'nited States, since, with respect to their rela-

tion to tlie Federal Ciovernnient, it anil not the State represents them as parens
patriae.

The other case decided at the same time, Frothingham v. Mellon, was brought
by a taxpayer of the I'nited States to enjoin enforcement of the act on the ground
that the appropriation from the general funds increased the burden of future

tiixation and thereby took the i)hiintiff's jjroperty without due process of law.

But the court decided that though a taxpayer might sue to enjoin the illegal use

of the moneys of a municipal corporation, his interest in the moneys in the Na-
tional Treasury is so minute, and the effect of jjayment of the funds on future taxa-

tion is so remote and uncertain, that no action can be maintained to prevent
enforcement of the ai^propriation.

These statutes and the old-age-assistance bill, drawn on their pattern, seem
therefore to be free from possibility of attack in an action by a State or by an
individual taxpayer. As to the objection made to the Federal-aid acts that
they are infringements by Congress on the State rights of local self-government
through the conditions imposed precedent to enjoying the benefits of the acts and
that acceptiinces by the State would be void as an abdication of the State's
sovereignty, Burdick, in S Cornell Law Quarterly, 824, argues that even if the
conditions did involve the ceding of reserved State rights, still tlie mere legislation

alone would be no unconstitutional act because it is ineffective until acceptance
by the State, and further than, even after acceptance by the State actually involv-
ing delegation to the United States of some reserved governmental power, there
would be no violation of the Federal Constitution. The tenth amendment,
"The powers not delegated to the United States \yy the Constitution, nor prohib-
ited by it to the States, are reserved to the States, respectively, or to the people,"
is inapplicable as a test of the scope of the delegated i)owers of the National Gov-
ernment and cannot be taken to limit the exercise of the delegated powers; in

particular, the powers of taxation and appropriation under Article I, section 8.

As Corwin quotes Madison: "Interference with the powers of the States is no
constitutional criterion of the power of Congress. If the power is not given,
Congress may not exercise it. If given, they may exercise it even though it

shall interfere with the laws or even the constitutions of the State." The State's
acceptance, then, would at most violate the State constitution and w^ould raise no
question within the jurisdiction of the Federal courts.

But Burdick asserts that Federal-aid legislation has so far not involved dele-

gation of legislative powers precedent to securing the benefits, and the same
would be true of the old-age-assistance bill, as it is drawn in tlie same form
and i)lan as the others. The conditions are of three classes: Mandatory and
directory provisions regarding the use which the States are to make of the funds,
which involve no surrender of governmental rights; requirements for reports and
estimates from the States for the purpose of controlling the administration of the
acts, but only to insure their fulfillment as accepted by the States. In these there
is no limitation on the State legislature or general administrative powers.

Federal-aid legislation has been attacked as an illegal exercise of the power
of Congress to tax and to spend money as granted in .Vrticle I, section 8, of

the Constitution: "Congress shall have power to lay and collect taxes, duties,

imposts, anfi excises to pay the debts and provide for the common defense and
general welfare of the United States; but all duties, imposts, and excise shall

be uniform throughout the United States." Corwin in 'MS Harvard Law Review,
548, and Burdick, in the article cited above, show that the power to provide for

the general welfare contained therein is not an unlimited one to legislate for

the general welfare irrespective of other constitutiomil limitations but only a
qualification of the taxing power. But it is pointed out also that the prevail-

ing construction given to the phrase does not iin)it the scope of taxation and
expenditure for the purposes of general welfare to the other specially delegated
powers of Congress as Madison interpreted the words, but rather that the phrase
has been given its literal and comprehensive meaning, limited only by the qualifi-
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cation that the expenc'itures l)e general and not local, Hamilton's interpretation.

Madison's opinion appears in the Federalist, No. 41 (40). Heholds that the words
are limited not only by appearing in the clause relating to taxation hut also by
being in the same section with the enumerated powers, and he construes them as a
mere general phrase explained and qualified by the recitation of particulars which
follow it.

This interpretation was first offered by Jefferson in his opinion on the con-
stitutionality of the national bank (Federalist, 1S98, ap])endix, p. 651), and was
answered by Hamilton in his counter argument (Federalist 1898, appendix,
p. 655-764), where Hamilton understands the phrase as allowing Congress to raise

money for the purpose of general welfare, the only constitutional test being
that it must be for a general and not local purpose; but "the quality of the
object as how far it will realty promote, or not, welfare of the Union, must be a
matter of conscientious discretion; and the arguments for or against a measure
in this light must be arguments concerning expediency or inexpediency, not
constitutional right."

Story also contends against Madison's limited interpretation (Story on the
Constitution, sees. 922 to 930, inclusive), and the broader interpretation has been
accepted almost uninterruptedly throughout the history of the Nation, as Corwin
shows at length in his Harvard Law Review article. Story also claims that in

that clause of Article I, section 8, is found the power to appropriate. (Story
on the Constitution, sees. 975-991, inclusive.)

No comprehensive judicial determination of the scope of the taxing power
under the welfare clause has been made. Examples of earlier laws passed under
the general-welfare clause are those making appropriations for agricultural re-

searches, the formation of the Department of Labor, the Fisheries Bureau, and
the Bureau of Mines. The Morrill Act of 1862 (ch. 130, 12 Stat. 503) granted
public lands to the States on condition that they establish a college, and later

donations of money from the sale of public lands were made to each State for

the benefit of the colleges established under the Morrill Act. (1890, 20 Stat.

417.) It is probable that the court would not undertake to question the consti-
tutionality of an appropriatioji for general welfare, and that general welfare is

what Congress takes it to be unless clearly in violation of the constitutional
limitation. In United States v. Realty Co. (163 U. S. 427 (1896)) the court
held that "debts" in Article I, section 8, included a claim not legal in character
but Vjased on moral and honorary consideration and under that interpretation
sustained an appropriation for a bonus to sugar companies to replace a protective
tariff removed at that time and did not cjuestion its constitutionality otherwise.
The court refused to say there that Congress had the power to appropriate for

any purpose it might choose to say was in payment of a debt or for general
welfare, but declared that its decision recognizing a claim and appropriation can
rarely, if ever, be subject to judicial review. A moral obligation was recognized
as a debt in United States Sugar Equalization Board v. De Ronde Co. (77 Fed.
(2d) 981, citing U. S. v. Realty Co.)
The power of the States to curtail their general powers to the extent of entering

into teniporarv contracts is well settled. McGee v. Mather (4 Wall. (U. S.) 143,
18 L. ed. 314 '(1866)); Sterns v. Minnesota (179 U. S. 223, 45 L. ed. 162 (1900)).

In summary, the constitutionality of the old-age assistance bill would be free
from possibility of attack by any State or by an individual taxpayer and would
be no invasion of the State rights to local self-government. The appropriation,
under the general-welfare clause, would probably not be reviewed by the courts,
and acceptance of the provisions by the States would l)e no imconstitutional
surrender of their reserved rights and is within their power of making temporary
contracts.

Wtlliam D. Guthrie, in 7 American Bar Association Journal 14, was of the
opinion that the Smith-Towner bill, Federal aid for education, if enacted, would
involve a tendency toward interference by the Federal Government in the local
affairs of the States, and would be a dangerous violation of the fundamental dual
aspect of the Federal system of government, and would be detrimental to the
best interests of education by involving it in politics and subjecting it to the
standardization regulating from Federal control.
The State of Georgia sought an injunction against the Secretary of War to

prevent his i)erformance of duties imposed by an act of Congress which the State
alleged would result in the abolition of the existing State government. The court
held that under No. 2 of Article III of the Constitution the judicial authority
did not include the power to restrain a representati\e of the executive branch
from carrying into execution an act of Congress where the controversy called for
a decision on a political question.
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The Chairman. Mr. Witte, these States in the country that have
adopted this pension system, liave any of them appUed this earning

tiix to which yon h:ive made alhision?

Mr. Witte. The enrninirs tax is for the contributory annuity

system, and there is no contributory annuity system in this country.

Such a system cannot very easily be estabhshed by any State alone,

because most peo})le do not stay within the confines of any State during

their lifetime. No State has attempted to do it.

Senator Hastings. Do they have contributory systems in other

countries?

Mr. Witte. The analysis of those laws has been filed with you.

All European countries have contributory systems, or substantially

all countires. The Ensrlish-speaking territories outside of Europe—

•

Canada. New Zealand and Australia—have noncontributor}'^ pensions

only.

Senator Capper. Have the laws in these other countires been
successful?

Mr. Witte. I think that is generally condeded. The very fact

that they have been copied and adopted in other countries in the

world, substantialh' in everj^ country in the world is evidence of at

leist a reasonable degree of success.

Senator Black. Have any of them abandoned them?
Mr. Witte. No, sir.

Senator Lonergan. Doctor, you remember yesterday at the con-

clusion of our session, I asked you if you could give us the estimated

number of beneficiaries under these various plans proposed in the

pending bill and the estimated cost to the Federal Government at

the outset. Can you give that?
Mr. Witte. I have those tables here.

Senator Lonergan. Will you place them in the record?

Mr. Witte. Certainly; if I am permitted to do so.

Senator Hastings. I would like, Mr. Chairman, if it is not too

much trouble and if it is not too long, I would like to have him tell

us what those tables are.

Mr. Witte. I thought I did that, but I will be glad to go over that

again.

Senator Hastings. I do not want you to repeat it, if you did it.

Before doing that let me inquire what if any table you have there

wliich shows the amounts that would be paid to persons after a period

of o years when this act becomes effective, 5 years after it becomes
effective, and the man has paid in for 5 years. Do you remember
what that section is?

Mr. Witte. That is in title 4—the contributory system.

Senator Hastings. Yes; that is the contributory system.

Mr. A\'itte. Yes.
Senator Hastings. I have been trying to figure it out. Itisfouudon

page 25 and I would like to huve you put in the record just what a

man, for instance earniug SlOO a month and who has paid in for a

certain length of time, would get under this provision. I can figure

that out fairly well, but I have some difficulty in figuring out what it

would be on page 27 under paragraph 2. There seems to be a dis-

tinction made between paragraph 1 beginning on page 25 and para-

graph 2; there seems to be a distinction made after the man begins

to pay. When the man begins to pay after January 1, 1942, does
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tbnt mean that he did less than he would under paragraph 1 of this
section? I have read several times but I cannot quite understand
what he would get under that paragraph 2?
Mr. WiTTE. If you so desire and the committee permits I will be

gL"d to submit tables showing the illustrative pensions under both the
so-called "temporary plan" and the permanent plan. I have the
tables here.

The Chairman. They may be put into the record.
(The tables referred to are as follows:)

Table V.

—

Illustrative annuities under proposed plan payable to persons who enter
the system during the first 5 years

Age of worker
in 1937
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Senitor Hastings. Tlie temporary and the permanent plans?
Mr. WiTTE. The temporary jihm, Senator, is tlie plan in operation

for the people that are l)roiiiilit into the system now and is frankly
intended to irive people that are half old somethino; more tiian the
l)ittanee that tliey would otlierwise earn. The people who start in at

a later date have the entire ])eriod of life ahead of them durino; which
they can make provisions for old a<2;e. Ijider the temporary plan
there is a partial unearned allowance to people that are now around
50 or 40, who have short periods of time only in which to make pro-
visions for old ap:e and who cannot, hy their own means, huild up a
sullicient provision in the future remaininc; years of their lives,

because, as 1 think you understand, comi)ound interest becomes an
imjjortant factor only after a lapse of years. If a man only contributes
.") years, the interest earnino;s are relatively s]i2;ht, but for a man
that contributes for 45 years, the interest amounts to the major part
of the fund accumulated for liim.

Senator Hastings. Now let me put a concrete example. Suppose
a man starts in January 1, 1937, at 45, and pays in for 20 years and
he is earnins: a hundred dollars a month and works all the time?

Mr. WiTTE. He gets $40.

Senator Hastings. He gets 40 percent of that?
Mr. Witte. Yes.
Senator Hastings. Suppose he starts in in 1942 and he is 45 and

piiys in until he is 65, what does he get then?
Mr. AViTTE. He would get less.

Senator Hastings. How much less?

Mr. Witte. He woidd get $25. But I think the case, Senator
Senator Hastings. I am not arguing it with you, I am just trying

to get an illustration of it.

^Ir. Witte. He does not start at 45 in 1942, he starts at 20.

Senator Hastings. He may start at 45.

Mr. Witte. If he is an immigrant, or something of that sort.

Senator Hastings. He might be out of a job.

Mr. Witte. You mean he has not worked up to the time he is 45?
Senator Hastings. Yes.
Mr. Witte. That certainly is a very exceptional case.

Senator Hastings. That is true, but it ilhistrates what I am
getting at anyway. I am just trying to get the percentage, and
while that may be an extreme case, for the purpose of illustration, I

will put the case, that if a man who pays in for 20 years beginning
January 1, 1937, would get 40 percent, while the man who paid in

for 20 years beginning with 1942 would only get 25 percent, I would
like to have you explain the fairness of that, and you explain the
fairness of it by saying that it is practically impossible for him to be
45 years old when he comes in in 1942.

Mr. Witte. The idea is, Senator, that we are trvung to give an
unearned annuity only to the people who are now nearly old, who
have been working and haven't had an ojiportunity to build up pro-
visions for their old age. After li>42 you do not get these short
periods of employment exce])t in rare cases. The actual situation

you face after 1942 is a situation of a worker who has his whole
period of life ahead of him, and he gets, after he has made his contri-

butions, a larger return than is possible to the person who is now
half old.
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Senator Hastings. Let me give you an illustration under this bill.

If a man is earning more than $250 a month he is not affected by
this bill now, is he?
Mr. WiTTE. No.
Senator Hastings. Suppose he continues to get $250 a month until

after 1942 and then he was suddenly reduced and comes within the
act, that would be an illustration of a man that might be 45 and
would pay in for 20 years, and in that instance he would only get

25 percent against the other 40 percent.

Mr. WiTTE. But he had the $250 ior 20 years and he should have
made some provision for his own old age.

Senator Hastings. I am not complaining about it at all, I am just

trying to find out what it means. I could not quite work it out. I

did not quite understand why the difference should be made.
Mr. WiTTE. I understand that these tables have been received in

evidence, Senator. Those tables will give you the story.

Senator Costigan. Dr. Witte, the Committee of which you have
been chairman has had the aid of numerous actuaries and I suppose
they have provided you with various reports on the subject about
which you have been testifying. Is it possible for you to provide
the committee or the chairman, Senator Harrison, with an index of

the names of the actuaries and the reports wliich they have made to

you, so they may be available to the members of the committee who
may wish to inquire further into the sources of your testimony?
Mr. Witte. Certainly. The list of actuarial consultants and the

list of the other advisory committees is given in the appendix to the
report of the committee, which was filed in Congress.

Senator Costigan. Also the reports to the committee?
Mr. Witte. Many of the reports to the Committee are in the

form of these tables that we are submitting to you. We are sub-
mitting the entire story in the record. Senator.

Senator Costigan. You are submitting the entire net results, the
entire story?
Mr. Witte, Yes.
The Chairman. Will you, for the sake of the record, furnish that

data?
Mr. Witte. Certainly. (Data to be inserted later in the record.)

The Chairman. The printed report, other than those that appear
in your testimony?

Mr. Witte. We have no other printed reports Senator. We wiU
be glad to include in our testimony any data that we have.
The Chairman. Now, Mr. Witte, the Secretary of Labor, Miss

Perkins, is ready to proceed. I am sure 3^ou will be glad to defer to

her and let her go on.

Mr. Witte. Certainly.

Senator LaFollette. There is just one question I would like to
ask Dr. Witte. Do tne actuarial consultants all agree that each
one of these plans was actuarially sound?
Mr. Witte. Actuarially sound

;
yes. The tables that we have

presented give the estimates as to cost. We have had a number of

actuaries of very high reputation on our own staff'; plus these we
assembled a committee of actuarial consultants—outside actuaries—
who went over all our actuarial computations and approved the
estimates.
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Senator Hastings. May I inquire whether or not any actuary
lias made an estimate of how much money it woukl be necessary to

liave now in a single fund to support this plan?
Mr. WiTTK. To support this plan, the contributory system?
Senator Hastings. Yes. Suppose, for instance, in order to

support it you had a fund drawinp; 3 percent interest, has anybody
made an estimate of how much that fund would have to be for the

moment?
Mr. WiTTE. The estimate. Senator, is expressed in terms of an

.annual contribution. If you wish to have a flat annual contribution,

the annual contribution would be approximately $500,000,000.
Senator Hastings. You do not undei*stand me. If instead of

annual appropriations and collections in the form of taxes to take
care of these payments under this section which I have called your
attention to, namely section 405, paragraph 1 and 2, if you are going
to put that in existence and wanted a fund to support it—I was
wondering whether any actuary had estimated how large a fund you
would have to have at the time it went into effect?

Mr. WiTTE. $17,000,000,000, sir. That assumes that mstead of

levying taxes you support this system out of interest. If you fund
on the same basis the appropriations for veterans' pensions the sum
would be only a little smaller. If you fund the Townsend plan, you
would probabl}' get figures such as the newspapers have reported in

a suit in Los Angeles, where one man had sued another for septillion

dollars. That would be approximately the amount you would have
to have funded if you wish to support the Townsend plan from
interest earnings.

Senator Gore. We would have to let the printing presses loose.

Mr. WiTTE. Yes, sir.

Senator Gore. There is one question. Believing in the constitu-

tionality of this bill as you do, you do not have any objection to the
insertion in the bill of a provision authorizing any taxpayer or associa-

tion of taxpayers to test the constitutionality of it?

Mr. Witte. I think that is their right, isn't it, Senator?
Senator Gore. I do not think so under the Frothingham case.

The Supreme Court held that there was no way Frothingham could
get into court.

Mr. Witte. Would an act of Congress make any difference?

Senator Gore. I think so.

The Chairman. Miss Perkins, just proceed in your own way in an
explanation of this bill, please.

STATEMENT OF HON. FRANCES PERKINS, SECRETARY OF LABOR

Mr. Chairman, I am very api)reciative of your offering mc an
opportunity at this time to make a statement with regard to tiic l)ill

which is before your honorable body, and with regard to the princii)les

which the President's Committee ha\ing the matter in charge con-
sidered, and with regard also to various recommendations which they
made.
As you know, last June, after the President's message to Congress,

he appointed a Committee on Economic Security and asked its mem-
bers to study the ways, means, and the technical methods by which
we could achieve, through the technitiues of legislation, a program of
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social security which would cover the major social hazards of life in the
United States of America. This committee which consisted of four
members of his Cabinet and the Administrator of Emergency Relief,

has been at work throughout the summer and autumn, meeting with
regularity every week to consider the problems as they were set up for

us by a staff which was particularly engaged to study the more tech-

nical and difficult aspects. The staff engaged was familiar with one
or another phase of the problem. It also discussed these problems
with the technical board, which consisted of persons already in the
employ of the Government, and themselves capable judges in the field

in which the special investigations were being made. We therefore

feel that we have, while not necessarily a perfect system, one which
represents a conservative, a practical, and a flexible method of provid-
ing at least a minimum of social security against the major and more
regular hazards of life in the United States of America.
The President's message outlined to Congress some of these major

hazards which many citizens face at one time or another. It em-
phasized that there is a problem of dependoncy in childhood which
is sometimes very devastating to the immediate present of the children

and also to their future life. The message intimated that there ought
to be some regular provision for the care of children and for bringing
all the children under the benefits of a liome life, rather than a scat-

tered, intermittent care by institutions and foster parents.

The President also outlined what most of us have become aware of

in recent years, the hazards of the wage workers in the United States

of America.
We have all come to recognize, I think, the fact that a large pro-

portion of our aged people find themselves, when they are 65 years
old or over, either without personal means of support or dependent
not upon their immediate families but upon some charity from the
public, or voluntary gifts of people who are strangers to them. In
addition to the combination of these hazards, together with that- of

illness which, when it does arrive, becomes a complicating factor in

every family life, we have superimposed in recent years the particular

hazard of unemployment. We have to recognize that these factors,

although each exists alone as a hazard to security, may be combined.
In any one particular family you may have all of these factors spelling

a ruination of that family's prospects.

Most of us here recognize that these are factors over which they
have no particular control. The incidence of illness or death, of old

age, and of unemployment are hazards which no individual can control

for himself, and our way of life in these days, our method of living by
manufacturing and by merchandising, and only partly by agriculture,

has complicated this situation and has made any family exposed to

these hazards practically helpless, so far as anything which they them-
selves as individual units can do.

We have, therefore, come to recognize that these hazards are largely

social in their nature. They have their origin in the way in which we
carry on our business, industry, and financial systems, and therefore

the method of protecting against them ought to rise out of some coop-
erative means. This, of course, means actually a mechanism devised
by the Government to protect its citizens against some of these worst
hazards.
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All of US realize that originally, in more primitive society, matters
which jiortained to the security of individuals were essentially regarded
as matters of the locality and were handled locally. The breaking
down, however, of the barriers between localities due to transporta-

tion antl rapid communication, and our industrial and financial sys-

tems, has nuide it tpiite clear that what happens to the peoi)le of a

State or town or city, is not necessarily caused by any action which
has been taken in that town or that city, or by any lack of wisdom
on the })art of those who conduct the afi'airs of that locality. Neither
is that locality m the position financially always to meet the devasta-

tion which has come to the individuals of that community.
Therefore we have recognized that the Federal Government has

for the first tnue, in stepping into the ])icture in the form of relief,

realizetl the general national responsibility for these social disasters

and devastations which have accompanied this depression, but many
of which were present, at least potentially, in other j^ears.

The Government has had, and must continue to have, a view of

the future. It is of course in the viewing of the future that sound
statesmanship consists. The fact that people who are now Members
of Congress can conceive of a future situation in which children who
are now young may find themselves faced with a hazard either of old

age or unemployment, or sickness, for which no provision has been
made, and can recognize that unless there is a social provision for

them the life of the generation that follows us may be infinitely com-
plicated, in evidence of the sound statesmanship of your honorable

body. Many of your Members have long been concerned with the

ways and means by which some such social provision can be made
for laying uj) in advance the reserves out of which some kind of

assistance can be ])rovided in the future.

The problem of unemployment, and at least for the present, the

problems incident to the other forms of dependency, are partly

national and i)artly local. When a national crisis engulfs the great

majority of the worldng people, unemployment is clearly a national

problem, as we have all recognized in these last few years. In normal
times, and even during periods of slight or minor depressions, many
workers are thrown out of employment for short periods of time and
their difliculties are much more accutely recognized by officials in

charge of the local and State governments than they are by the

National Government.
We have come to recognize that no local government and no indi-

vidual employer can be held responsible for the unemployment which
accrues during these world-wide depressions, that that is really a

situation over which he individually has no control. But we recog-

nize that certain parts of the seasonal unemployment, of that due to

technical improvements, and of that due to tlie i)ractice of certain

industries in keejjing large numbers of men partially attached to the

industry for use in rush periods or j;eak loads are due to an inade-

quate social conception by the emj)loyer of the problem which is

before liini. It can, therefore, pr()])eily be assessed as blame upon
him, and he should properly, under the stimulation of his local and
State governments as well as of the National Government, be urged

to find ways and means to prevent the very unemployment which

forms a real cause of poverty and destitution when it does occur.
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Nevertheless, we recognize that the accumulation of these various

types of unemployment, together with world-wide depressions which
are partially financial and partly economic in their causes, creates a

situation over which no employer has any control. The thing for us

'to do as a group is to provide socially for the method of taking care

•of the people who are most adversely affected by such a depression.

We recognize of course that everyone is affected under such conditions,

but the suffering is not the same in degree. Some people are put in

-the position of complete destitution by a depression which causes un-

employment, while others are only somewhat handicapped and have
their incomes reduced.

Therefore it becomes necessary for us to consider ways and means
by which we may regularly, over a long period of time, provide for a

small but regular income for those who are put out of work during

periods of depression through no fault of their own, for those affected

for shorter periods due to technical improvement of machinery or to

the seasonal fluctuations of industry over which they have no con-

trol, and for those affected by movements of industry from one section

of the country to another. For instance, the general trend of one
industry from New England States to the Southern States has put
out of work in the New England States a large number of people who
were formerly attached to that industry. For those who were left be-

hind in those eastern industrial States there was a prolonged period of

social readjustment for which no particular provision was made, and
which constituted, in those States, a very serious cause of destitution.

So, all things considered, it seems wise to take steps in advance to

provide for a steady income to people when they are unemployed
through no fault of their own, a steady income to people who are

old and therefore no longer in a position to earn their own living,

and a steady and certain method of living for dependent children

who are deprived of their natural breadwinners while they are still

young and dependent. We should provide, too, for at least such

assistance as is necessary to provide proper medical care to persons

whose incomes are taken away from them by the fact of illness either

of the breadwinner or illness of some important member of the family

whose illness makes a drain upon the savings and earnings. The
savings and earnings of a family which is already in the low-income

group can be quickly devastated by any unfortunate circumstance.

This bill, therefore, has put together, and this report which accom-
panied the bill has considered all these aspects of social security

together. We should have to pay a much larger sum, I think, if we
thought of each of these aspects of life as separate and independent

problems, when they are really related problems. They all relate to

the same general group of people in the community, those who work
for wages, whose opportunity to make a living depends upon the

enterprise, the ingenuity and success of others who are in charge of

the industrial Hfe of the community. It affects the low-income group
primarily and those who never, in the course of their working years,

are in the position of becoming both substantial purchasers of the

mass production of our great comnumity and at the same time sufl'er

the lack of sufficient funds to tide themselves over unfortunate periods.

In thinking of the validity of a social means of providing against

social insecurity, we have to recognize that in a method of production

by machinery and by the appHcation of power to machinery we have
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built lip a positive necessity for mass consumption to balance our
mass production. If people are not able to buy in large amounts
the product of our ji'reat industries, those industries cannot continue
to operate to produce g:oods, to jnake them and to sell them at profit

suilicient to attract to that industry the capital of the countiy.
Without purchasers with money in their pockets, the wheels of that

industry cannot keep goinj^ on the basis of a large machinery invest-

ment, a large building and plant structure investment, a large invest-

ment in overhead of engineering and the management skills necessarj'^

to keep up the mass production. So we must anticipate in the future

the building up, within this community, of a large and steady
purchasing power for a large number of people.

Senator Costigan. In asking us to think of the subjects contained
in the peuding bill, as interrelatetl, are you suggesting to the committee
that aduiinistrative expense would probably increase if we were to

have separate measures rather than a consolidated measure?
Secretary Perkins. I think the administrative expenses would be

greatly increased, sir. I also think that if these bills were adopted
piecemeal over a period of years the total cost upon the industrial

system would undoubtedly be larger eventually. All of us are con-
cerned with the fact, for instance, that old age in many instances

today begins at 50, if the man who is laid off for some reason or other
during the depression finds be cannot get back to work on the theory
that he is too old. We could gradually be asked to extend our old-

age coverage to cover a man of that age; but no industrial system
wiiich any of us sets up today could possibly afford to maintain all

the people over 50 years of age who happened to be without work.
But if we think of it as a problem of unemployment, if we think of

the man of 50 as being a part of the unemployment problem and
realize that the cost of his maintenance should be properly assessable

against the unemployment fund, then we begin to treat his problem
in a different way. We begin to recognize the extent to which we
may, as a group, expect his services and his energies and abilities to

be fulfilled in some form of public work or public service during the
years between 50 and 65, when he becomes superannuated according
to any technical definition. In the long run we should find it a much
more economical system for the whole of society if we consider all of

these measures as dovetailing with each other.

The Chairman. Miss Perkins, would you prefer not to be inter-

rupted until you have made your first statement?
Secretar}' Perkins. Perhaps I was getting loquacious, sir.

The Chairman. No; I thought perhaps you would rather not be
interrupted ; I thought you would rather make your full statement and
then answer the questions.

Secretars' Perkins. I shall do whatever seems l)est to you, sir. I

will trj' to be quick and to run over what 1 think will be the outline

of the case first.

The old-age problem is stated in this bill in two ways. First it

recognizes that we have the present aged, those who are now 05 years
of age and over and who are needy. Some method must be found of

providing for them. The Committee on Economic Security, after

canvassing the situation, thought it best to recommend to your
honorable body that there should be provided a system of old-age
pensions. By the word "pensions" we mean free, noncontributory
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allotments for the support of aged and indigent persons. There
should be a system of these old-age pensions based upon cooperation

between the States and Federal Government. The Federal Govern-
ment should annually make appropriations sufficient to meet one-half

the cost of maintaining such pensions to the aged and indigent in

the various States, matching the appropriations which each State
might make, providing that the Federal appropriation should not in

any event be more than $15 per month per case. That does not of

course limit the amount, as has been explained to you, which any indi-

vidual State may choose to appropriate to its pensioners.

If the State desires to make an appropriation of over $15 per month
and to raise the total pension to $40 or $50 by virtue of its own ap-
propriation, there is nothing to prevent it. However, in order to

bring some reality to the study of what might eventually be expected
of the Federal Government, it was our thought that we had better

recommend that the maximum which the Federal Government would
contribute would be $15, and this represents the practice of the more
generous States at this time. Only two States, Massachusetts and
New York, I think, apj^ropriate more than $30 a month, and they
have larger pensions than that only in cases w^here the need is peculiar

for some reason or other, such as illness.

A part of the bill, therefore, which deals with old-age pensions is, on
the whole, relatively simple and merely provides for an annual grant
in aid from the Federal Government to the States, to assist them with
their old-age pension laws.

As you know, there are 28 States which now have old-age pension
laws. In many of them, however, there has been a curious device by
which, although there was a law with regard to it in the States, the
counties were directed to pay the pensions out of their own funds.

There is often no mandatory requirement upon the counties that
they raise the funds and pay them out. It has been merely permis-
sive to the counties, and the result is, in many instances, that poor
counties have found themselves with an undue proportion of the
aged and indigent, and have been unable to meet the demands upon
them. The law on the books is therefore practically ineffective. It

has been felt that we should make it a requirement that the States

must, in every case, make a contribution themselves, and must make
the payment of the counties' share, if it is done partly by the county,
mandatory on the county.
The allotment to the States is left to an administrator who has to

compute the costs annually and to make the appropriations to each
of the States on the basis of their having met the standards set up by
the bill, and their having provided the administrator with the proper
reports as to the expenditures of the previous montns. It is very
important that we provide the administrator with authority to set

standards as to the character and the amount of the pensions and the

method of determining what is the necessary amount of the pensions:

First, so that these funds shall not be wasted either by unduly and
imnecessarily large pensions; and, second, so that they shall not be

wasted by unduly small pensions which will not oe really productive
of ])urchasing power or anything that could possibly be called security.

A part of the essential assumption upon which this whole idea rests

is that by paying over moneys to persons who would otherwise not
have any income, you are creating purchasing power which will regu-
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Inrly, year after year and month after month, sustain the purchases
which are to be made from the threat manufacturing and mercantile
systems of the country. A part of the benefit of this pension is that
it supports the individual and takes him olf the relief rolls, and the
other part of the benelit is that he creates a regular market for his

local men-hant and, throuirh his local merchant, for the many manu-
facturing establishments which provide them with work.

Senator Hastings. Which one of the two is the more important?
Secretary Perkins. I think they are ecpially important, sir.

Senator Hastings. You think that the expenditure of this money
by the Federal Treasury to increase the purchasing power is of equal
importance to furnishing food and clothing and a decent place in

which the fellow lives?

Secretary Feukins. I tliink the two tilings are inseparably related

to each other. A part of the whole civilization of the United States
of America rests upon the fact that we have been able to achieve a

high standard of living. \A e have it not only because each individual
has relativeh" a somewhat higher income, but also because our joint

incomes create a large purchasing power which makes it possible to

make a demand upon our manufacturers so that they have large mass
production, which in turn low^ers the price. It is a system which is

really within a circle, and I think it is impossible to separate one
from the other.

Senator Hastings. Well, the Townsend plan would create the
greatest purchasing power of any, would not it?

Secretary Perkins. It would create it perhaps for 1 month.
Senator Hastings. If that is true, that the purchasing powder is

important, why limit it to $15?
Secretary Perkins. Merely because, sir, we had upon the Com-

mittee persons who have, as one of their primary obligations in the
Government of the United States, the safeguarding of the Treasury
and of the funds of the United States. It was felt by them and by
those of us who willingly accepted their analysis of the problem,
that it was very unwise to make a raid on the Treasury for a matter
of this sort, and we should keep these original appropriations witliin

perfectly safe limits. If we find that we have got a larger national
income than we think we have, we can act differently later; but so

long as the national income is not greater than it is today it seemed
wise to keep this whole appropriation within quite definite limits.

Senator Hastings. It is quite shocking to me to have you state

that in your judgment the Congress ought to appropriate money for

old-age pensions in order that the purchasing power of the country
might be increased. I assumed all the time that the old-age pension
plan was to make certain that the person receiving it had principally

food and clothing and a place in which to live. Certainly no amount
that has been recommended would do more than that, and I assumed
the object, the whole object of it w'as to make certain that aged persons
did not go hungry and did not suffer, but you state that in your judg-
ment it is of equal importance that the purchasing power of the
country' be increased. That is what I understand you to say.

Secretary Perkins. Yes, sir.

Senator Hastings. All right.

Secretary' Perkins. Because insofar as the purchasing power of the
country is increased you get the demand upon industry for production
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of goods, which wih in turn make employment for persons now unem-
ployed, and part of that you will revive their employment and revive

their normal part in the life of the community.
Senator Hastings. I had assumed the purchasing power part of it

was merely incidental and not an important part to be considered.

Secretary Perkins. Perhaps I overstated the importance of main-
taining purchasing power, but I think that it is a matter so related to

the maintenance of the individual as to warrant our considering it at

the same time that we considered the desirability of keeping an aged
person alive. That is, he is important to himself and he is also im-
portant to the community insofar as he spends his money.

Senator Hastings. I should not have interrupted you except I

thought you had overestimated it.

Secretary Perkins. Thank you, sir, for your interruption.

Senator Connally. You would not recommend that thej^ spend
each month their allocation in order to get the next month's pay?

Secretary Perkins. No, sir.

Senator La Follette. It probably would be necessary.

Senator Connally. It may not be necessary. That is the feature in

some of these plans. I did not assume it was in this plan.

Secretary Perkins. Whether the allowance is small or large, I think

to require it to be spent witliin any 30 days would not result in its most
satisfactory expenditure either for the individual or for the com-
munity.
The portion of the bill which deals with old age insurance is based

of course upon another assumption. It is based upon the assumption
that individuals now young, now of worldng age, can, during their

working years, make provisions for their own future, so that as a part

of a social system they may, when they come to the age of 65, have
as an earned benefit a certain monthly allowance, which they have
regularly built up over all the years of their worldng life.

We have tried to follow the injunction to make this a self-maintain-

iQg system, and to provide that the contributions in the form of

premium by working people and their employers over the years of

their worldng life shall be sufficient to guarantee an earned income,

to which they have a contractual right, which they do not have to get

as a matter of need or poverty but which represents a percentage of

their earnings during their working years. The annuity should also

have some relation to the number of contributions made on their

behalf, some relationship to the number of years over which wages
have been earned and contributions have been made.
The plan which is called old-age insurance therefore rests upon a

fund built up gradually over a long period of time. No insurance

policy is very easy reading and most of us I think never get beyond
the first preamble of the policy which we buy for ourselves.

Senator Barkley. It is rather good reading after the life of the

insured.

Secretary Perkins. But most of us, during the life of the insured,

do not read it. Sometimes after the life of the insured we read it with
some astonishment. Life insurance, however, is much more thorough-

ly understood than endowment insurance, annuity insurance, accident

and health insurance, and all those sorts of policies which is full of

complications. As we know, in recent years there have been many
variations even upon a straight life policy which have been introduced
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as linterestins: features, and wliicli arc sometimes difTioult for the
layman to uiulorstand.

Tlio plan hove rocommended has tho advantage of being a relatively

simple and easily understood method of insuranee. It is based on the
coneeption that there sliould ho payments made regidarly by those at

work, those who are employed, and by their employers, in equal
amounts. We have suggested that the contributions begin at the
rate of 1 percent of pay roll m the year 1937, and that there should
be an increase up to 5 percent at the end of 20 years. It will be neces-

sary, in order to support this system of payments which are recom-
mended in the lull, to anticipate that eventually 5 percent contribu-

tions will be needed

—

2}^ percent from employers and '2]-z percent from
employees. It seemed better to us not to suggest imposing this tax

immediately because, first, it would be possibly something of a shock
when it first goes into effect, and, second, the moneys will not be
needed to pay out for such a Jong time, that in the original years of the

fund the income will greatly exceed the outgo because the vast major-
ity of those contributhig will be yoimg or relatively young and there-

fore will make contributions in excess of the amount required for the

retirement of aged persons.

In order to make the system entirely self-supporting, however, and
to provide relatively large annuities for persons who are now 50 and 55
and therefore will not have the opportunity to pay over a long period

of years, it will be necessary either to borrow from this fund which is

contributed only by those who are now young, or to put the original

payments at a much higher level than 1 percent. If the initial tax

rate is 4 percent, you could carry substantial earned annuities to

those who are now 50 and 55 years old. Or we could anticipate a
relatively long period in which there is a borrowing from the fund
contributed by the younger i)eople to pay the annuities to persons
who become 65 but who, at the beginning of the system, are 50, 55,

and 60 years of age and therefore get to the retirement age before

they have had time to build up, by individual contributions, a reserve

adequate to meet the payments wdiicli they can naturally expect.

I think most of us, in looking at the picture, would not be willing

to accept a S3'stem in which persons now over 65 years of age are

entitled to a free pension because they are indigent and in which
persons who are now 30 years of age, by making the contributions,

can assure themselves of an annuity of $30, $35, $40, and $45 when
they are 65 years of age, but in which the persons now 45, 50, and 55
can look forward to an annuity of only $10, or $8 per month. The
group that will receive, at the age of 65, only their earned benefits,

under the insurance scheme would be getting too low a sum either to

satisfy our sense of social justice or really to provide them with the

thinirs tliat they need.
Therefore it seems best to include in the system persons who are

now too old to make full contributions to their own old-age benefit

and to provide for the payment of their annuities either out of a
somewhat larger assessment at the beginning or out of the system
of borrowing from the fund during the earlier j^ears and then, at

some later date when the fund gets to the point where the claims

upon it become greater than its annual income, pay out of appropria-
tions of the Government what is owed to the fund on those accumu-
lated borrowings.

1097S0—35 PT 2 8
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Senator La Follette. Have you any estimate as to what those
appropriations would be?

Secretary Perkins. You mean at a future date?
Senator La Follette. Yes.

Secretary Perkins. If we should borrow every year, from 1942 on
until 1965, sufficient sums to pay the claims of persons who had not
made a full contribution, in 1965 the outgo of the fund would be a
slightly larger figure than the income from payments, and beginning
at that time there would have to be an annual appropriation which
would work up to a peak about 1980. In 1980 you would come to the
point of making the largest annual contribution, and from that time
on that would have to be probably sustained in order to repay the
fund from the earlier borrowings. That would amount to a billion

and a half a year. That of course is an actuarial estimate based
upon plans which we gave to the actuaries.

That has no significance, except that if you start at a low rate and
do not borrow to pay annually out of appropriations, the total amount
paid by the Government, to aged people will be greater. That is,

if you make annual appropriations for old-age pensions for the next
25 or 30 years, the total amount paid by the Government out of general
taxation will be somewhat larger than would be the total paid if you
made the appropriation at the end. At any rate, there are some who
think it better to keep the reserves smaller, that is, not to have the
accumulation of a very large reserve fund, which would inevitably
be created, if you took in income and did not pay it out. An ordinary
insurance company which has reserves never uses the reserves, as

you know; it pays its annual claims out of the income from interest

and premiums, and it does not touch its reserves except in a case of

liquidation or a very great emergency.
It has been thought by those who studied this matter from the

point of view of the Treasury, and from the point of view of financial

management, that it was wise not to let the reserves become .too

large. Fundamentally, in a case of this sort, the real security back
of the system is the security of the Government and the large reserve

is not needed, as^it would in a regular insurance company in order to

preserve the security of the fund.

The security of the bond rests upon the security of the Government,
upon the credit of the Government, which of course is the only
security which the insurance companies themselves have when they
buy Government bonds.

Their security rests back eventually upon the credit of the Govern-
ment to which they have loaned the money represented by the bond,
and upon the Government's ability and intention to pay tne interest

annually to them, which is due upon those bonds.
In this case of a Government-operated old-age insurance you have

the credit of the Government itself as the basic part of the reserve

structure. Therefore it has been thought best by those who have
specialized on the financial side to recommend that the reserve should
not accumulate but that the collections annually should not be
allowed to build up the reserve but that we shoidd use them by
borrowing from them to pay out the annual claims as they come up
currently. It is perfectly possible to make a revision of that without
impairing tiie system at all and to provide either that the fund shall

be self-maintaining, with regard to the persons now 50 years of age,

by putting a larger tax on pay rolls originally, that is an assessment
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up to 4 percent, or thnt tlioro should bo jin annual appropriation out
of p:enoral tax funds to ])ay the siii)pleineiitarY benefit to jjersons

who, tlioiiirli now 50, become (15 before they have earned the benefit
under the insurance system. If they liave earned tlie benefit of $10
a month, which is theii's as a contractual right, there could be an
appro])i-iation by the Government* to g:ive them an additional or
supplemental benefit up to a living standard. It is a simple matter
to change it one way or the other. We know the problem, and it is

a question of policy, really, as to which is the best way to provide.
We thought it wise to recommend the borrowing system.

Senatiu- L.\ Follette. Would 3^ou have someone furnish for the
record, Madam Secretary, the necessar}^ material to show what would
have to be done in either one of these two alternatives that you have
suggested in order to make the fund sound from the beguming?

Secretary Perkins. Yes, sir. We can show you the alternatives,

and we would be glad to check up the various alternatives. The
actuaries have been working on those various alternatives and will

be glad to present them to you, sir. At any event the total cost will

be about the same one way or the other, that is the total cost to

society. It is a matter of what pocket you take if from and the rate
at which you take it.

Senator Baukley. Depending on whether you grant to the one
fellow of advanced age the full benefit or only partial benefit?

Secretary Perkins. Exactly. May I say, in order to explain
that—and we talked and thought about this a great deal in the com-
mittee—may I say what brought us eventually to the decision of

recommending the system of borrowing from the fund in the early

years to pay the excess claims against it. It does make a situation

whereby the younger people of each generation are contributing to

the maintenance of the older people of that generation. That is,

in 1945 and 1946 you borrow from the contributions of the young of

that period to pay for the support of the people who become aged
while that generation of persons (now 20 and 30 yearS old) is still

young and contributing. This goes on until they in turn become G5,

at which age the people who are then 20 and 30 are contributing to

the fund out of which they are paid annuities.

Senator La Follette. As I understand it, under the plan set up
in the bill, you are going to borrow so heavily from the present genera-
tion for the care of the aged that by 1980 it will be necessary, as I

understood you, to provide an annual appropriation of something
like a billion and a half dollars.

Secretary Perkins. Yes, sir. If you wanted to build this fund up
and j)ay no benefits until ])ersons now 30 years old became 65 years
old, that is, j)ostp()ned all the benefits for 35 years, you would not
have any of that trouble. But you are starting witii the problem of

what to do with those who can make only jiartial conti'ibutions.

Senator La Follette. I am not suggesting that you postpone the

])ay or that you pare down the benefits to those who are now approach-
ing the age of 65, but knowing a little something about the reluctance

and the difficulty of getting taxes increased, even in the face of the

extraordinarA' expenditures already made for recoveiy efforts, it seems
to me a little bit optimistic to assume it will be so easy to get that

billion and a half dollars in 1980.

Secretary Perkins. Well, sir, I have only this to say, that I think

we certainly are entitled to anticipate that out of measures of this
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sort there will come a substantial increase in the total national income.
We are beginning to appreciate that income depends upon the veiocit}'

of the movement of money from hand to hand, and as income pro-

vided by the various security measures is plowed back into the pop-
ulation for spending it moves more rapidly and you get that increase

in national income out of which taxes flow rather naturally and
rather easily.

I realize that we must not bear down too hard upon the people in

1980 merely because none of us here present expects to pay taxes in

that year. It is, of course, possible to spread that over a period of

years and build up the funcl earlier and in advance.
The matter of policy really to be considered is whether or not you

want to build up your reserve or whether it is better not to build up
your reserve and pay as you go. We came to the conclusion that it was
better, from the point of view of maintaining and building up the na-
tional income, not to build up the reserve but to pay as you go. You
could impose taxes earlier and repay the borrowings in partial pay-
ments every year over a long period of time and so make the total

much less in the end, but you vould be doing just the thing we were
seeking to avoid—namely, building up a large reserve. It is, of

course, a matter of policy to determine whether or not that reserve

should be built up, and there are authorities much wiser than I am
on the question of that particular policy. The people in the Treasury,
and those associated in the Treasury, in financial advice, have given
that matter much consideration. I naturally am bound to be advised
by thoss who knovv moro on tliat subjecl^ and have a *vidcr experience

than have I in that particular matter, so I concur with them.
Senator Barkley. Miss Perkins, would it give this more appeal

to the public and would it give more stability to it if instead of these

borrowings we did build up the reserve, because the reserve will be
invested? After all, that would be a matter of bookkeeping.

Secretary Perkins. It would be a matter of bookkeeping.
Senator Barkley. That appeals to me, because you start off the

business in a rush the first day you open the doors. We do not know
that that is going to be permanent. There might be a wave of pros-
perity that would wipe the thing ofl^ the books.

Senator Connally. We could more easily pay back what had been
borrow^ed.

Secretary Perkins. These bonds, in any event, would be Govern-
ment bonds. It rests upon the integrity and the security of the
Government, in either event. I hope very much that you will discuss

this with those members of the Treasury and financial experts rather

than with me.
Senator La Follette. I would just like to say, not to interrupt

you further, that having been here in an era of alleged prosperity and
also in one of economic crisis, I found the willingness of the Congress
and Executive in both instances to tax being marked by its absence.

The Chairman. Miss Perkins, it is now 12 o'clock and the com-
mittee will have to go to the floor. Could you be here in the morning?

Secretary Perkins. Yes, sir.

The Chairman. Would 10 o'clock suit you?
Secretary Perkins. Yes, sir.

The Chairman. Thank you. The committee will adjourn until

10 o'clock tomorrow morning.
(Wliereupon, at the hour of 12 o'clock noon, the committee ad-

journed until 10 a. m. of the following day.)
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FRIDAY, JANUARY 25, 1935

United States Senate,
Committee on Finance,

Washington, D. C.

The coininittee met, pursuant to call, at 10 a. m., in the Finance
<Comiuittee Room, Senate Office Building, Senator Pat Harrison
(chairman) presiding.

Present: Senators Harrison (chairman), King, Walsh, Barkley,
Connally, Gore, Costigan, Clark, Byrd, Lonergan, Black, Gerry,

Guffey, (jouzens, Keyes, Metcalf, Hastings, and Capper.
The Chairman. Miss Perkins, j'-ou may proceed where you left

off yesterday.

STATEMENT OF HON. FRANCES PERKINS, SECRETARY OF
LABOR—Continued

Secretary Perkins. I think, sir, that I should perhaps begin at

this point on the discussion of the part of this bill which deals with
unemployment insurance.

The Chairman. I think you have finished with reference to the

pension feature.

Secretary Perkins. I think I have finished all that I personally can
develop on that.

The Chairman. Are there any questions any Senator desires to ask
on the pension feature that was discussed yesterday? If not, Miss
Perkins vou may proceed with the unemplojniient-insurance feature

of the bill.

Secretary^ Perkins. I shoidd like to say with regard to unemploy-
ment insurance that the circumstances of the last few years have
certainly impressed most of us with the necessity of making r.rc limi-

narj' provisions for benefits to unemployed persons in order to carry

them, as individuals, through periods of depression when, through no
fault of their own, they are without work, and also to provide that

preliminars' provision for their individual needs, or at least modify
the relief ])rograms as they affect localities, States, and even the

Federal Government.
We have also, by observation of the condition of other countries

having a modest scheme of unemployment insurance, come to a

recognition that the small merchants of a locality, and those who
provided them with their stock, had derived a benefit because persons

out of work continued to buy the necessities of life and therefore

helped to make a market for the whole community. That, of course,

in its own turn, has a ver>' definite and advantageous effect upon
employment in other lines than in that first depressed.

Ill
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Senator Couzens. As I understand it, Miss Perkins, there is no
contemplation of taking any of the premium out of the employee
but out of the employer, is that correct?

Senator Perkins. No, sir; that is not quite correct. This bill

that is before you is merely a tax bill. It imposes a tax upon the

pay rolls of all employers, wliich they pay into the Federal Treasury.

This tax is not used in any way for purposes of making payments
to the unemployed ; it is merely tax paid into the Federal Govern-
ment. The employer may offset against that tax any contribution

which he has made to a compulsory unemployment insurance system
under the laws of the State in which he does business. In other words,

so far as the Federal Government goes, all it does is to put an ordinary
excise tax upon the pay rolls which the employer must pay.

The Chairman. Is that up to 90 percent?

Secretary Perkins. It may be offset up to 90 percent. The rea-

son for not offsetting 100 percent is to have a 10 percent of 3 percent
fund for administration. The experience of other countries indi-

cated it cost about 10 percent as a proper and suitable provision for

the administration of any such system.
Senator Couzens. What becomes of the tax that goes into the

Treasury?
Secretary Perkins. It goes into the general tax fund.

Senator Couzens. It is used for any purpose whatsoever?
Secretary Perkins. It is used for any pm'pose that the Congress

maj^ determine in its appropriation bills. In other words, there is no
advantage to the State in allowing the employers merely to pay the

Federal tax. The State, then, has got to pay for distress due to

unemployment in the form of relief, or something else. The advan-
tage to them is having a compulsory unemployment insurance law
in every State, to which every employer will be contributing. Such
funds will be used for regular benefits to the unemployed persons in

that State.

Senator Barkley. The tax is not taken out of the wages, it is not
deducted from the wages of the employees?

Secretary Perkins. The tax to the Federal Government is not
deducted from the wages of the employees.

Senator Barkley. It is a tax on the employer?
Secretary Perkins. It is a pure excise tax.

The Chairman. In other words, it does not work like the old-age
pension proposition?

Secretary Perkins. No. In the old-age pension proposition the
Federal Government itself is running the system. It is collecting the
funds and is responsible for their distribution and for the terms on
which they can be distributed. In the unemployment insurance
scheme, as recommended by this committee, provision is made for a
State system of unemployment insurance, cooperating with the
Federal Government, so that the funds are in the custody of the Treas-
ury and therefore subject to the same care in every State. Also under
this plan you get the advantage of this large protection and the credit
of the Federal Government back of all these funds, wherever they are
collected. The credit of the Federal Government is back of all of
theni and therefore there can be no question of the bankruptcies of any
particular funds over a period of time.
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Senator Couzens. Now vou s])c)ko of the ooinniittoe that worked on
this.

So(M-t>tarv Pkukixs. '^'('s, sii-.

Senator Coi'ZEXS. Did that coinniittee reacli any eonohisions as to

the (|iiestioii of contrihutions from enijiloyer and enii)h)yee?

Secretary Pkukixs. Our recoinniendation is tiiat rather tlian a

national system, that is, a Federal system run by the Federal (Jlovern-

nient, that there should be State insurance systems under laws by
the States.

Senator Couzens. I quite understand that.

Secretary Perkins. The State should be free to make any kind of

law it wants with reg:ard to the source of unemployment insurance
contril)utions or with res2;ard to other matters.

Senator CorzExs. Miss IVrkins, you understand there has been a

good deal of discussion about the Federal Government taking the

leadership.

Secretary Perkins. Yes, sir.

Senator Couzens. That is, I take it, largely on the theory that

the leadership is put on the Federal Government to encourage unem-
ployn;ent insurance in the States.

Secretary Perkins. Yes, sir.

Senator Couzens. Have you any formula that you Mould recom-
mend to the States in reference to that leadership?

Secretary Perkins. Yes, sir.

Senator Couzens. Will you tell it to us?
Secretary Perkins. Yes, sir. It is not important from the point

of view of tlie soundness of the fund and from the point of view of

getting benefits into the hands of the unemployed when they are unem-
ployed how the fund should be collected. That is not a significant

matter. That is a matter of policy, as to how and from whom you
want to collect the assessments. We have, therefore, thought it

better to recommend to Congress that the vStates determine that for

themselves in each case. \Aliether or not there should l)e contribu-

tions from em})loyers alone to the State funds, or contriV)utions fram
employers and employees, or contributions from employers, employees,
and Government is a matter for each State legislature to decide.

There are three general points of view with regard to how these

contributions should be collected and different people hold difl'erent

views. The States are likely to w^ant varied experiments on this point.

The Committee thought it well to allow for this variation and to try

out the theories in regard to collections of assessments, from the point

of view of the soimdness of the insurance fund and the security of the
benefit payments to the persons who are entitled to those benefits

when they are out of work. The important thing is that they shall

be collected and that they shall be distributed at the time when the
hazard arises against which that insurance has provided, and dis-

tributed to the persons who are legitimately unemployed. Therefore
we have thought it wise to recommend to the States that they decide
for themselves, as to whether there should be employer contribution,
whether there should be employee contribution, and whether there
should be contributions from the State government out of general
taxation. It is a matter on which, in the different States, you will

find rather different types of opinion. The opinion has something to

do with the experience and the background of the State and its degree
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of industrialization. It has something to do with the size of the

population and the number of persons in the State who are going to

be covered. In a State where there is a tremendous number of low-

paid employees the difficulty of collecting the fund is perhaps going

to be insurmountable in the minds of the legislature of that State,

and the same thing applies to States where they have relatively a

small population, with only two or three prominent industries.

Senator Walsh. You leave it to the States to determine the amount
of insurance to be paid?

Secretary Perkins. Yes.

Senator Walsh. You leave to the States the method of collecting

the fund, of raising the money. Now do you leave it to them as to

how it should be paid?
Secretary Perkins. Yes, sir; as to how it should be paid, how long

the waiting period shall be.

Senator Walsh. Does not the bill fix that amount?
Secretary Perkins. They have to pay the 3-percent tax to the

Federal Government if the State does not set up a fund which is

adequate to maintain an insurance system which will pay to an
individual a percentage of his previous earnings. The number of

weeks of compensation has to be balanced with the length of the
waiting period, naturally. If you have a long waiting period you may
then have a longer period of benefits. If you have a short waiting
period you will have a shorter period of benefits, naturally. It will

not cover so many weeks because the cost will be much higher.

Senator Couzens. May I pursue one more question? You say
your committee did not determine the question of contributions to

the fund. When you reached that conclusion may I ask if the
committee studied the question of the wages provided in N. R. A.
codes?

Secretary Perkins. Yes, sir; and they took into consideration the
general wage levels of the coimtry, both in the codes and before. the
codes.

Senator Couzens. Now, if the codes are in existence—and it seems
to me as though they may be perpetuated—it does not seem conceiv-
able that any committee could reach a conclusion that there was any
opportunity in the world to get contributions from employees.

Secietary Perkins. In some cases, sir, there are State commis-
sions appointed to study these problems which liave recurred to these

States that there should be employee contributions.

Senator Couzens. Miss Perkins, I am still at a loss to understand
why the Federal Government, which is to assume the leadership,

should go out and assume to lead the States into some form of un-
employment insurance, with the contemplation in mind that they
may deduct some of it from employees, when the wage scales provided
in the codes do not leave any leeway for a deduction from the em-
ployees, when they are outrageously low. I think it poor leadership
on the part of the Federal Govei'nment if they are going to leave to

the States the judgment of deducting revenues from the employees,
with these low standards of wages, to create unemployment in turn.

Secretary Perkins. Senator, if I were vothig in the legislature of

the State of New York, of which I am a resident, I should certainly

vote against any employee contributions. I agree with you in

practice as to the sources of collection. I am opposed to employee
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contributions. I think they are unnecessary, troiiblesome, and not
justified by the averasre level of wa<xes in this country at this time.

Also, 1 think that the oinployoos will pay oil" these costs in a variety

of other ways over the course of a lifetime. That is inevitable.

Nevertheless, 1 voted in this committee for the idea of i)ermittins>; to

the States the freedom to experunent in the matter of contributions,

the source of contril)utions, as I was fundajnentally impressed with
the wisdom and the propriety of allowiufi; the buildini; up of some
experience ui this country with regard to particular methods of con-
tributions, as well as witli regard to the matter of whether the funds
should be pooled or whether they should be plant reserve funds. If

I were voting in the State legislature I would vote in favor of a pooled
fund rather than plant reserve funds, as I think it is more secure, more
sound, less troublesome, and on the whole have better results. But
very conscientious citizens in some States are in favor of reserve

fmids for their States and want to experiment with them, believing

they have a new idea, a new conception that may be utilized to oper-

ate to prevent a certain amount of unemployiaent. I do not think

that we ought to cut off the people in the States from any experimen-
tation that they want to give to various aspects of this problem,
j)rovided only that the Federal Government assures itself that the

funds received are properly taken care of and are used for the benefit

of the unemployed, \\ith that I believe the States should be per-

mitted considerable freedom. We shall probably get a better system
at 20 years of experimentation than we will have by enforcing generally

at this time my view or somebody else's view as to how the funds
should be collected. As you know, there is a great difference of

opinion among honest, informed people as to whether or not there

should be contributions from both sources or from oidy one source.

Senator Couzens. I am not trying to force the States to adopt any
policy. It has been stated over and over again that the Federal
Government should be the leader. I am not trying to force the
States to do anything, but as long as w^e are assuming to be leaders in

this question it seems to me w'e ought to have some definite views
about what we would like the States to do and leave it, of course, to

their judgment, as to whether they do it or not.

The Chairman. You do that, don't you?
Secretary Perkins. No, we do not. We voted to allow the States

considerable freedom.
The Chairman. I thought you said the States called on you for

suggestions and you had certain suggestions to make to them.
Secretary Perkins. I personally have certain suggestions to make

to them, and the committee has several alternative model bills, so to

speak, which can be drawn with reference to the methods of contri-

bution. You do understand, 1 am sure, that the 3 percent, which is a
Federal tax, is collected from the employers alone and not from
employees.

Senator Couzens. I understand that quite well, but, Miss Perkins
you know that when you collect the tax from the employer he has
every opportunity to pass it on to the consumer.

Secretary Perkins. Yes, sir.

Senator Couzens. Wliile the employee has no chance either to get
his wages raised or to pass it on.
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Secretary Perkins. Yes, sir. That is one of the reasons why I

personally beheve there is no necessity for having the employee con-
tribution.

Senator Barkley. Since reference has been made to the scale of

wages under the codes I should like to inquire how the scale of wages
compares with the scale in the same industries prior to the adoption
of the codes?

Secretary Perkins. When one speaks of the scales one usually
means the wages of the various classes of employees in the various
industries, from the unskilled up to the highest skilled. In general
the codes have operated to raise the income and the scale of wages of

the lowest paid and the unskilled, and, in general, they have not
operated to increase either the scale of wages or the earnings of those
in the semiskilled and highly skilled groups. It was, of course, the
purpose of the codes to lift the level of those who were paid below
the subsistence level. There was no effort in most of the early codes
to modify or to influence in any way the daily or hourly rate of wages
in the skilled groups or above the subsistence level groups.

Senator Barkley. Did the reduction in hours affect the higher
strata of employees?

Secretary Perkins. The reduction in hours in some instances
reduced the total weekly earnings of those in the highly skilled groups.

Senator Walsh. That is one of the claims in the textile industry,
isn't it?

Secretary Perkins. Yes; it is one of the claims, but that is not
quite so, because there was an increase in the actual amount of

employment over a year, so that the total earnings did increase.

Senator Walsh. The code does not grade and fix the wages in the
different grades above the minimum?

Secretary Perkins. The code does not fix the wages above the
minimimi, merely indicating that those persons in the industry who,
at the time the minimum wage was adopted, were receiving what
now became the minimum but which had formerly been above the
minimum, should have a proportionate increase. That is, that those
who received $12 before that became the minimum should be raised

to a point where they were as much above $12 as they were above the
lowest paid below their previous low pay.

Senator Costigan. Miss Perkins, is it a fair conclusion from what
has been said that the codes have operated to raise the minimum
wages?

Secretary Perkins. Yes, sir; very substantially, and by that to

increase the total of money going into the pay rolls.

Senator Costigan. The total annual earnings of those who were
in the lower groups?

Secretary Perkins. Yes; the total annual earnings of those who
were in the lower groups.

Senator Barkley. Did the reduction in the weekly hours of work
of those in the higher groups result in hiring more people in those

groups, or was there an increase in compensation per hour or per week
to the aggregate of those groups who were employed?

Secretary Perkins. That has varied, sir, between different indus-

tries. In some industries the answer would be "Yes," and in other
industries the answer would be "No." It has depended consider-

ably upon the actual market demands upon that industry and upon
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the do;j:roo of equipiiuMit for j^rodiiotion in that iiulustry. Tliat

whole subject is being studied now by the Division of Research in the

N. R. A., as well as by the I'nited States Department of Labor. The
answers are intricate. You cannot make i!;eneral answers from hear-

say.

Senator Ivixo. Perhaps the question I will ])ro])ound is not gcr-

nume to the sxeneral discussion.

Secretar;\ Pkukixs. 1 nuiy luit be able to answer, sir.

Senator King. 1 think you can. A number of complaints have
come to me from persons who were conductini; what might be denomi-
nated smaller business enterprises and they claim tluit the codes have
compelled them to shut down entu-ely. I was wonderino; whether the

closing out was sufficiently great, whether there was a suflicient

numbe- jf those in the smaller industries and businesses as to reduce
in the aggregate the number of employees who belonged to the mini-

mum wage class.

Secretary Perkins. 1 think I am safe in answering that, sir;

although 1 should like to write you a memorandum on it after making
a careful statistical study on it through our Department. 1 am quite

sure that even in the minimum level groups there has been the same
general proportion of increase in the number of persons employed as

has been sliown throughout the total industry. Practically every

one of the manufacturing industries shows an increase in the number
of persons employed since the code went into effect. There are a few
industries which can be said to be declining industries, such as car-

riage making, for instance, where there has been no increase in the

number of persons employed. In practically every leading industry

in the country there has been an increase in the total number of

persons employed. I think that the same proportion of increase has

been in the minimum wage groups as in the other groups, although we
have never analyzed it in that way. There has been a total increase

in the number of persons employed in each of the industries.

Senator KrxG. Has not the complaint frequently come to your
Department, and echoes found in the public press, perhaps in the

addresses made by public men, that the codes have tended to increase

the monopolistic power of a more limited number of organizations?

Secretars- Perkins. Not verv^ often, sir. The complaints of that

nature which have come have been relatively few and on investigation

usually seemed to be unfounded. Of course I do think that every

precaution should be taken in the development of these codes to

protect those small enterprises. I am not certain that they can best

be protected by giving them a favorable diderential in hours and
wages over the larger group. There is really no reason why they

should not pay a wage and have working conditions which furnish at

least a sufhcient stanflard of living.

Senator Black. Miss Perkins, I want to ask you one or two ques-

tions. Senator Couzens brought up the question as to the imposition

of contribution on the people at work. Is it not tnie that the ta.x

employed under the bill necessarily is, in the main, a tax on the

people at work?
Secretaiy Perkins. Well, it will not be collected directly from them.
Senator Black. Certainly.

Secretarv Perkins. You mean, sir, I suppose, that it can be trans-

lated into the price?
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Senator Black. Most of the consumers of consumable goods, are

they not the people of low income?
Secretary Perkins. Yes, sir.

Senator Black. Then is it not true that under this tax, as imposed,
it will, in the main, be loaded upon those who purchase consumable
goods and therefore will, in the main, be loaded upon those with
smaller incomes?

Secretary Perkins. Yes, sir.

Senator Black. Then is it not true that up to that extent it does
not increase the aggregate purchasing power of the Nation.

Secretary Perkins. I think it will increase the purchasing power.
Senator Black. Let me make it a little clearer. If a tax is imposed

upon a wage earner who gets a thousand dollars a year and you
impose a tax of 3 percent, directly or indirectly, through mcreasing
the price of goods, or otherwise, upon that person, that naturally

would not increase the aggregate purchasing power of the Nation,
it simply would be shifting it from one person to another, would it

not?
Secretary Perkins. Possibly so, but you see in the imposition of a

tax upon the pay roll you do, in a very large proportion of the caser,

impose a tax at a point where it cannot all be passed on in price, and
this is particularly true with the highly competitive industries that

have to do with selling services and not with the selling of goods.
Senator Black. Yes.
Secretary Perkins. You also impose a tax in this case upon persons

who are retail merchaats and have a pay roll on that account and
only to a limited degree can they pass on portions of that tax in the
form of price.

You also impose the same tax upon manufacturers of durable
goods where also it is very difficult to pass directlj'^ to the low-income
consumer any substantial portion of that tax. You get into the hands
of the low-income groups, if an unemployment insurance fund is

raised, a steady cash income which will be spent rapidly during periods

of unemployment. The more rapidly it is spent, the more rapidly it

turns over from hand to hand, the greater is the increase in the total

income of that locality. The same dollar handed by me to the grocer

is handed by the grocer to the druggist and by the druggist to the dry-
goods man and becomes $3 of income for that locality almost within a
few minutes. So by putting cash into the hands of those who are

the quickest spenders because they have the greatest unsatisfied

wants, in periods at the beginning of depressions, an increased total

income results. By maintaining their immediate purchasing power,
you do, I think, increase the total income.

Senator Black. That is the stabilization of purchasing power by
spreading out the purchasing power over the year rather than increas-

ing it, is it not?
Secretary Perkins. I do not think I agree A\-ith you. I think it

does amount to an increase, because the people who spend their

income most rapidly do create a greater increase in income.
Senator Black. In other words, a thousand-dollar-a-year man

usually spends it all as quickly as he can, doesn't he?
Secretary Perkins. Yes; but it you cut off, by virtue of unem-

ployment, $200 from his natural income, you do reduce his purchasing
power. If you, by virtue of the unemployment-insurance benefits^
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are paying him a portion of that $200 at a time when otherwise lie

would have nothino: to spend, you keep up the spending:: power and
in that way you keep up the natural increase that arises from it, as

he hands it to other ])eo])le and they in turn spend it.

Senator Black. \Vhat 1 was trying to get at, if that tax was
imposed upon those witli such large incomes as are economically
called surplus incomes, incomes over the amount necessary for the
individual to huy consumahle goods, then you would really he divert-

ing money from the class that would not spend it to the class that
would. That is correct, isn't it?

Secretary Perkins. Perhaps I do not altogether follow you.
Senator Black. Let me see if I can make it clear, because it is

coming right down to the way the tax is drawn.
Secretary Pkukixs. If you would like my opinion as to what I

think perhaps will he done, 1 could answer it easily.

Senator Black. I imderstood you to say yesterday, and I thor-

oughly agree with you, that under our economic system it is no
longer possible to say that one locality should be charged wholly and
completely with the care of those who have suffered by reason of the
economic hazards. That is correct, is it not?

Secretaiy Perkins. Yes. 1 was discussing that with regard to

old-age pensions.

Senator Black. That is because, as I understood it, the economic
system works in such a way that frequently the locality that pro-

duces the most wealth will not be the locality that contains the most
wealth. That is the theory on which that is based, isn't it?

Secretary Perkins. Well, possibly.

Senator Black. As I understand the unemployment insurance tax,

it does not provide in any way whatever for $1 of Federal aid to the
States.

Secretary Perkins. Not directly under an unemployment insur-

ance tax. May I say that was considered, as to whether or not there

should be a contribution out of general Federal taxes to maintain the
systems. I am very glad to have you raise the question so that I

may explain it. We decided that the greatest hazard to any of these

funds and the greatest strain on any of these State funds, and the

greatest insecurity and uncertainty arises regularly in the periods of

world-wide or national depressions over which no group has any
control and where the unemployment runs unpredictably long periods

of time. We, therefore, after giving this matter very long and con-
scientious consideration, concluded that the best time for the Federal
Clovernment to make its contribution would be at times of long-term
depressions and therefore long-term unemployment. So we recom-
mended a supplemental system of works benefits wliich would be
available after cash benefits had been exhausted. That is, we expect
the States to provide systems of unemployment insurance which will

pay cash benefits for limited periods of time, a period limited by the

size of the fund and by the actuarial principles of keeping the fund
sound.

Senator Black. A maximum of months?
Secretary Perkins. Fifteen weeks, perhaps or 26 weeks; the

duration depends on various factors.

Senator Black. Yes.
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Secretary Perkins. Then, after any periods that became extreme
depressions, as they will be when people have been unemployed more
than 6 months, the Federal Government should step into the picture

with a work program, paid for out of Federal taxes, and the persons

unemployed beyond the exhaustion of their cash benefits should be
entitled to a works benefit. We believe that you will, by that com-
bination, get the advantage of establishing within the State where
there is a small group subject to education and improved management,
under some kind of State leadership, the benefit of the attempts to

prevent unemployment and the attempts to stabihze, and that you
will get a sound insurance fund which is not likely to be bankrupt.

You will not have the anticipated contributions from the Govern-
ment out of taxes to be raised at a period when they are least easy to

raise. You will have the benefit of some employment stabilization,

and at the same time you will have the added security, at the time of

long depressions, of the Federal Government coming in with the works
benefit, which will be paid for out of Federal taxes.

Senator Black. The long and short of it is, so far as unemployment
insurance is concerned, the bill provides a method whereby the Federal

Govermnent taxes the industries in a State, and the Federal Govern-
ment, contrary to all previous experience in Federal aid, does not aid

the State with one dollar of any funds raised by the Federal Govern-
ment outside of that which comes directly from the State itself.

Secretary Perkins. Except for administration.

Seiator Black. That is 10 percent of the total raised; yes. As I

understood it yesterday, on the old-age pension proposition, if the

borrowhig system is followed, then you likewise ha v^e a contributory

system whereby the Federal Government would not assist in that,

would not assist the State. It is contemplated, in the second plan

proposed, the plan of annuity, that it be contributed by the employers
and employees within the State.

Secretary Perkins. That goes directly to the Federal Govern-
ment.

Senator Black. Sure, it goes directly to the Federal Government,
but they get paid back in proportion to the amount they pay within

the States.

Secretary Perkins. No.
Senator Black. I want to be clear on that. As I understood the

second proposal, or suggestion made for old-age pensions, under the

first alternative that you outlined to Senator La Follette, the idea of

Federal aid is abandoned on old-age pensions and we depend upon
the contributions solely.

Secretary Perkins. That is not within the State, sir. The com-
pulsory old-age annuity plan is to be administered by the Federal

Government and the collections will be made by the Federal Govern-
ment, and the payment will be made to the Federal Government
through whatever agency the Federal Government chooses. It is

anticipated that the fund will carry itself as an insurance fund,

except for the fact that we have the problem of making adequate

provision for the persons who are now 40 years of age and over but

not 65 and who, therefore, will not have, during the remaining period

of their working years, sufficient time to make or have made on their

behalf, contributions sufficient to give them the total benefit at 65

which those now 20 will get at 65 on the basis of an earned premium.
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So you have that transition group, so to speak, as a problem for

which some provision must be made in the interest of simple justice.

There are two or three alternatives. Either the Federal Govern,
merit may ap])ropriate out of jjeneral taxation currently to su])plement
their IxMiclits w hen they become (io, or it nuiy borrow from the con-
tributions which are bein<; made by the younger people.

Senator Black. Peojile that work?
Secretary Perkins. The younger people, people in the 20-year

and 30-year group.
Senator Black. Yes.
Secretary Pp:rkixs. It may borrow from those contributions to

pay the supplementary benefits, but the Government will eventually
have to pay them.

Senator Black. That is a question for the Senate committee to

decide in passing the bill, but the difference between those two plans
of raising taxes is the difference between the method adopted by the
Federal Government which might be on large incomes or excess

profits, or the methods provided in this bill of levying a tax on the
employer, which eventually goes to the consumer. That is the
difference in the two methods, is it not?

Secretary Perkins. No, sir. I think without regard to which
method you take, one is a method of raising taxes collectively and
the other is a method of borromng first and then raising taxes in 1965.

Senator Black. As you stated yesterday, one is taken from the

younger workers and the other is a question of raising taxes by the

Federal Government, if it ever will adopt it and follow it, by putting
a tax upon excess profits, excess salaries, excess bonuses, high incomes,
and high mheritances. If I understand this bill, if we pass it as it is

written we are tied down absolutely so far as the 3 percent is con-
cerned to the method of taxing the employer.

Secretary- Perkins. For unemployment insurance; yes, sir.

Senator Black. All right. So we are left no alternative, and the

State is left no alternative, the State itself, insofar as that 3 percent
is concerned—I am not talking about this addition, but insofar as

that 3 percent is concerned—if they wanted to tax in New York State,

for example, if they wanted to substitute for that 3-percent tax on
the employer a tax on high incomes, high profits, high bonuses, and
high salaries its hands would be tied, insofar as that 3-percent tax is

concerned?
Secretary Perkins. No, sir. I think there is a misconception there,

if I may say so.

Senator Black. All right.

Secretary Perkins. The 3-percent tax is a Federal tax to be paid

into the Federal Treasury and not to be used for unemployment
benefits. If the State in which the employer is operating has a corn-

pulsory unemployment insurance law to which he nuikes any contri-

bution, or to which he makes a 3-percent contribution, then he is

exempted entirely from paying the Federal tax, but he must pay
a premium up to 3 percent into the compulsory fund of his State.

His State is not prevented from making any contribution which it

chooses to make out of its State funds, nor is it prevented from raising

those funds in any way which it chooses. A State may make a law,

that requires of all of its employers a 2|^-percent contribution of their

pay rolls and require no other contribution from anybody except
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from the State itself. It might make a very large contribution from
the State funds themselves in excess of the employers' contribution,
matching it or doubling it or tripling it. A State could raise those
funds in any way it chose, by inheritance taxes or any other method.

Senator Black. I understand that. Let us get back to the
3-percent proposition.

Secretary Perkins. The employer will have to pay 3 percent.

Senator Black. Certainly he has to pay 3 percent in the State.

Secretary Perkins. Yes, sir.

Senator Black. The State could not keep him from it if he wanted
to.

Secretary Perkins. He would have to pay it, either to the State
or to the Federal Government.

Senator Black. If there were some other employers, that were
making 200-percent profit, that were paying million dollar bonuses,
if the State wanted to put the tax on them instead of the particular
employer, it could not do it under this law, could it?

Secretary Perkins. It could put an excess-profits tax on them in

addition to the 3 percent and use it for any purpose it wished.
Senator Black. But this law fixes it to where the State is absolutely

compelled, so far as those employers are concerned, irrespective of

the fact that it may want to graduate that particular tax according
to the profit made, on the income derived, its hands are tied and it

cannot bear it.

Secretary Perkins. The effect, if I might say, of the 3-percent tax
is to equalize the competitive cost of manufacturing between the
States, so that we will not have the argument (and sometimes it is a
legitimate argument) that the lack of a certain cost upon an employer
in one State is sufficient to give that particular employer the ad-
vantage, in competitive bidding, over the employer who makes the
same line of goods in a State where they do have a charge which falls

directly upon him. In other words, it equalizes the competitive
factor by equalizing the amount of the contribution.

Senator I^lack. Did the committee fmd any precedent for a system
of Federal aid, we will call it, or Federal coercion—that is what it

amounts to, as far as I am concerned. I am for the Federal aid and
if it be coercion, for this kind of insurance, but is there any precedent
of any kind where the Federal Government has forced the passage of

laws by States and where the Federal Government has not contributed
in some way to that State? I am curious to know that.

Secretary Perkins. Is not the inheritance tax on that basis?
Senator Black. The inheritance tax. Is there any other?
Secretary Perkins. T do not at tais moment think of one, but I

am not an exi)ert on all the statutes.

Senator Black. Of course, the inheritance tax is quite a different

system from this.

Secretary Perkins. But it was a device by which taxes were
raised for the Federal Government and at the same time an incentive
was given to the States to utilize a similar method.

Senator Black. If it be true, as stated by you yesterday—and I

am sure that all who study modern econonij^ in this country agree to

it—that locally the people are a part of one national economic system.
The hazards that are created are not created by them alone. They
are thrown out of eniployinent frequently in Maine by reason of
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soinctliini; that iniirlil pofliaps hnppcMi oconoinically in (California or
\»nv York.
Secretary Peukins. With inocHlications, sir, that is correct.

Senator Bl.-vck. All rii!;ht. Let \is assume it then with niodilica-

tions. As stated by you yesterday, as I mulei-stood it the economic
system is such that it does brmo: hazards for which the local com-
munity is in no wise responsible economically.

Secretary Perkins. It does bring some hazards for which the
locality is not responsible.

Senator Black. They could not prevent it at all.

Secretary Perkins. Some hazards; others they could.
Senator Black. Yes; some of them. The economic system oper-

ates in such a way that it will frequently take the wealth from one
part of the Nation, produced by that part of the Nation, into other
parts of the Nation. Wliy is it not fair, if the economic system does
concentrate it into certain hands in certain communities, to have a
Federal-aid system that will aid in counteracting such a tendency?

Secretary Perkins. I think, sir, we have attempted to provide at
least the basis for that in recommending to your honorable body
direct appropriations for grants in aid to the State for old-age pen-
sions for its aged and indigent, direct appropriations by the Federal
Government of grants in aid to the State for the protection and care
of dependent children, and for the protection and care of crippled

and handicapped children, and for grants in aid for the care and pro-

vision for preventive activities on behalf of those who are sick. In
those large aspects of misery and social adversity for which you can-
not think up any really sounci economic preventive methods, w^e are

recommending direct grants in aid by the Federal Government to the
State, beginning with small amoimts, such as are recommended in

this bOl, to take care of present conditions. But with regard to un-
employment insurance we have beheved that to some extent unem-
ployment is preventable in some businesses and localities, and per-

haps that pressure for the development of preventive methods can
be put most easily and most successfully upon various industries by
local attention to the local situation.

There are industries in this countiy which, by improvement of

their management methods, have actually stabilized or come near
to stabilizing the amount of employment which they give. That has
not meant, in those particular industries of which I have knowledge,
any consideralbe cutting down of the number of persons employed.
It has rather been an intelligent use of all of their resources to equalize

employment throughout the year and over a 10-year period. Hence
they were able to cut the price of the manufactured article so that it

haci a wider sale and therefore made for an extension of their industry,

and at the same time to give steady employment to their emi)loyees.

Now, that has happened in individual cases and in enough cases so

that I am convinced there is a possibility for advance in that par-

ticular field.

There are certain forces over which no employer or manager, how-
ever good, intelligent, or well-intentioned, or however favorable the

economic circumstances in his industry niight be, has any control and
which might sweep the best system off its feet. Those particular

plants in which there had been careful planning for the purpose of
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preventing unemployment and stabilizing employment have shown
the least ill effects in their response to the deflationary or downward
economic forces to which all industries have been subjected in some
degree. We have, of course, sufficient data from which to draw general
conclusions. It may be said that only those industries that have a
natural favorable economic situation are the ones from which we
have gotten the data and that certain industries are, by their nature,
seasonal. There is nothing I can think of at this moment which will

overcome some of the seasonal charactersistics of that industry, but
there are other industries which have shown, historically, a seasonal
rise and fall, a seasonal period of high production and high employ-
ment, and a following season where there were wholesale lay-offs.

There are certain features that have convinced all of us who have
studied the situation that we can, by definite human ingenuity,,

prevent that extreme seasonal dip, and can iron out, as we say, the
peaks and valleys.

Canning is about as seasonal an industry as there is, responding
as it does to the crops, but there are two or three canning factories in

this country where, by planning, they have ironed out the peaks
and valleys and have come to a practically stable amount of produc-
tion and a practical stable amount of employment, and therefore

have a regular montlily pay roll.

As you know, the automobile industry has regularly shown, in

recent years, these extreme peaks and valleys of employment and
production. There is now a group which believes that by certain

changes in the method of planning and of selling they can greatly

reduce the seasonal variation in the amount of employment and
unemployment. My own belief is that we have begun to exhaust
the possibilities of preventing unemployment by preventing seasonal

unemployment, due to minor depressions, and to technological

changes. We have begun to explore the possibilities of preventing
some of that unemployment. There are other aspects that cannot
be prevented by any means now known to the human mind. All of

these great major depressions create so much incidental unem-
ployment that no preliminary planning can seriously affect them.
I think the combination of all of them is the important thing to con-
sider.

Senator Black. Let me see if I understand the basis of your view-

point for distinguishing between the two. As I understand it, then,

it is your view, so far as unemployment insurance is concerned, that

it takes care of temporary unemployment only?
Secretary Perkins. That is all.

Senator Black. Probably caused by technological changes, shifting

from one plant to another, or temporarily closing down of a plant.

Secretary Perkins. Seasonal variation.

Senator Black. So far as that is concerned it is your opinion, and
perhaps the opinion of the committee, that it is proper for that to be
taken care of locally on the theory that if local communities have to

take care of it it would be an incentive to reduce such temporary
unemployment?

Secretary Perkins. Yes, sir.

Senator Black. But insofar as unemployment lasting over a long
period of time is concerned, the hazards of health, hazards of old

age
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Secretary Perkins. And (lependency of youth.
Senator Bi,.\ck. And dependency of youth, over a long period,

that the committee is of the opinion tliat that is not purely local and
would call for Federal aid to the localities.

Secretary Perkins. Yes, sir.

Senator Black. Thank you.
Secretary Perkins. That is the principle involved in this bill.

Senator Hastings. Miss Perkins, the tax is the same on the indus-
tiy that is well manatred, so far as it relates to its unemployed, as it

is upon the industrv that is not managed so well, isn't it, under this

bill?

Secretars' Perkins. That will depend entirely upon the State laws,
sir, A given State, in its unemployment insurance law, might pro-
vide for a higher premium for industries with a higher rate of unem-
ployment, if it wished to.

Senator Hastings. A State could not do that.

Secretary Perkins. Yes, the State could assess an employer at any
rate it wished to fix.

Senator Hastings. Yes, but they could not levy a 3-percent tax
on an industry on one side of the street and a 4-percent tax on an
industry on the other side of the street.

Secretary Perkins. Yes.
Senator Hastings. I do not know of any State constitution that

would permit that.

Secretary Perkins. That is not a tax, you see, it is an assessment
to a fund. Wisconsin, in its present law, attempts to do that. There
are ways by which you can permit them to contract out, if they were
to do it, under the State laws, contract out on the basis of the actual
cost of their owti unemployment.

Senator Hastings. Is it hoped that the various legislatures will

meet within this short period, while they are now in session, to work
out all those details and pass a law so they may take advantage of

this 3-percent tax?
Secretary Perkins. Yes, sir; it is hoped that a great majority of

the State legislatures now in session will pass some form of unem-
ployment insurance suitable for their locality and which will be what
the peoi)le in that State think is the wisest way of carrying on their

unemployment insurance system.
Senator Barklev. Miss Perkins, let me ask you a question or two.

Heretofore we have held out a sort of an inducement to the States to

do the right thing along different lines, such as building roads, engag-
ing in })ublic iiealth activities, vocational training, agricultural exten-
sion, and other things. In' ])roviding certain funds out of the Treasury
and stating to the States that, "If you match this ai)})ropriation at
least doUar for dollar jou can take advantage of the approi)riation
made for the i)urposes." That was a sort of inducement under which
they could take advantage of the general tax for the benefits of roads,
schools, farms, and what not.

Now, in this, we have departed, it seems, from the theory of induce-
ment, because we levy this tax against the employers of all the States
and we sa}':

If you pass a law yourselves you can keep your share of this, whatever you
would pay into the Federal Treasury you can keep, but if you do not pass such
a law as this, this money goes into the general fund and it may be used for unem-
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ployment insurance or it may be used to build battleships or anything else that the

Federal Government might want to expend it for.

I should like to have your theory as to the justification of t-iis

form of coercion or intimidation or whatever it is. It is just a V-Atle

different from inducement, because the theory is a little different. I

am bothered, as I told you yesterday, about the theory that we are to

collect a tax from the States and say, "If you do not pass a law

yourself we are going to take it away from you, and you do not get

any of it back."
Secretary Perkins. You see, sir, if it is given back to the States,

we will say for unemployment relief, you have then removed the

incentive to the State to pass a suitable law of its own. The pur-

pose of the Federal tax is to equalize the cost of doing business in

every State, so far as it can be equalized, with regard to taking care

of unemployed persons.

Senator Barkley. Many States have passed the retail sales tax

and there has been great opposition to it, in that one State for instance

because it did not apply to other States bordering it, therefore it was
an injustice to the merchants in the States in which the tax was levied.

There is a good deal of justification, I think, for the uniformity of the

tax so as to put all manufacturers and all employers on the same basis.

But let us assume that only 10 States would pass an unemployment
insurance law and the entire fund of 3 percent is collected and put into

the Federal Treasury. I think it fair to assume that there would be

a surplus in the Federal Treasury out of that fimd over and above
what would be paid on unemployment insurance in States that

enacted laws, there would be additional funds in the Treasury.

Secretary Perkins. Which would probably be used for Federal

relief, if that were the case.

Senator Barkley. That is a different matter. Do not you think

it would be a good idea to earmark all the tax money that is produced

by the 3 percent that is collected for unemployment insurance? • If

all the States do not take advantage of it and enact their own laws

so they get back into the State for unemployment purposes only the

amount of tax raised, do not you think that that money ought to be

earmarked in the Treasury for that purpose alone and not spent for

general public purposes, so when the time came that all the States

enacted this uniform system, or most of them enacted it, or at any
other time, that money collected from employers for unemployment
insurance, either through the distribution of the Federal Government
or the States, should go for that purpose and not for general purposes?

Secretary Perkins. That would seem to me, sir, not to offer an
inducement or any incentive for the passing of these laws, if the States

are to get it back anyhow in the form of unemployment relief.

Senator Barkley. I am not speaking now of each State getting

back the identical money it paid in.

Secretary Perkins. Using it for unemployment insurance?

Senator Barkley. But using it for unemployment insurance, or

in some capacity somewhere.
Secretary Perkins. Ordinarily such revenues are not earmarked.
Senator Barkley. Congress can ear-mark it by providing for that,

by providing that it shall be put into a fund. It seems to me there

is serious objection to the collection of a tax for a definite purpose,
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like unoniplovnuMit insuranco, and tluMi uso a considerable portion

of that tax for gonoral (lOviMiinuMit's exp(Misos.

Socri'tary Phhkins. Tliis tax is not colloctod for unemployment
insuranoo. This is a general tax. It is assumed that the Federal
Ciovernment has an ample use for taxes and is always seeking new
sources of revenue.

Senator Bahkley. "We would not be levying this tax except to

provide for unemployment insurance.

Secretary Pkukixs. To raise general funds for general purposes,
and to encourage the States to pass unemployment insurance laws of

their own.
Senator Barkley. And penalize them if they do not?
Secretary Perkins. It only penalizes the employers, not the State

generally.

Senator Barkley. It does not penalize the Government.
Senator Couzens. In other words, if this was earmarked to go back

to the States at some future time, there would be no incentive for the

States to hurry up and create an unemployment-insurance law.

Secretary Perkins. That is my thought, sir.

Senator Hastings. That is not Senator Barkley's suggestion.

Senator Barkley. I thmk the fund ought not to be dissipated for

general purposes; it ought to be kept intact for unemployment
insurance.

Secretary Perkins. It might be kept intact in a fund from which
the Government will draw to pay, for instance, for public works,
which it is anticipated will have to be thrown in to provide a work
benefit after the tax benefits have been exhausted in periods of deep
depression. I am told by the Treasury that things like that are

merely a bookkeeping procedure. If the Government has an obliga-

tion it has to pay the obligation, and w^hether you have earmarked
the fund or not does not matter.

Senator Barkley. You do not believe that this tax, W'hich is levied

for the purposes of unemployment insurance, that any part of it

ought to be spent for the support of the Army and Navy, or the
diplomatic corps, or some other normal branch of the Federal Govern-
ment?

Secretary Perkins. It does not matter how this specific money is

used, just as it does not matter w^hether, in paying my rent, I take
the money out of the savings bank or out of my salary check.

Senator Barkley. That is your money.
Secretary^ Perkins. The same is true with the Government,

isn't it?

The Chairman. Miss Perkins, so far as you are concerned, and so

far as your committee is concerned, you have no objection to making
it a special fund, have you?

Secretary Perkins. Except I would have a very great objection to

making it a special fund which was ever to be returned to the States
for paying unemj)loyment insurance benefits. If you do that it is an
advantage for each State to postpone the enactment of its own law.
The Chairman. Senator Barkley inquired on that proposition.

Senator Barkley. That is not the point of my inquiry.

Senator Hastings. Senator Barkley, may I make this suggestion
and see if I get your point clear. It seems to me the point made by
Senator Barkley is a good one, upon this theory, that if, for instance,
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the Federal Government found it necessary at some future time to

appropriate a certain amount of money for unemployment relief and it

had an accumulated fund of $100,000,000 that came from this act,

it would feel very much easier about making the contribution upon the

theory that it was originally collected for that purpose.

Senator Barkley. That is a kindred idea, yes.

Secretary Perkins. I know very little about Treasury operations,

but I presume if they had a hundred million dollars they offset that

against some other borrowings they have to make, some other financing

they have to do. It becomes a matter of purely technical methods of

financing current expenses, and I do not think it makes any difference.

The Chairman. We will get the Treasury's viewpoint.

Senator Gore. Does the theory underlying this proposal here
concerning which Senator Barkley has been inquiring proceed on the

assumption that the Federal Government knows just a little better

what the people in a given State ought to do on this subject than the

people in the State?

Secretary Perkins. No, I do not think it does, sir.

Senator Gore. I want to ask you another question. Do you want
to ask a question on that particular point. Senator Walsh?

Senator Walsh. Senator, is not that implied in the provision here

that the States must fix the age limit of 65 or rather than leaving that

proposition to the States themselves?
Senator Gore. I think the whole implication is to that effect. I

want to get her reaction on that.

Now, Miss Perkins, something was said yesterday about the

Townsend plan. Doctor Witte said your committee had given some
thought to that subject.

Secretary Perkins. Yes.

Senator Gore. I would like to get your reaction to the Townsend
plan, and the reaction of your committee.

Secretary Perkins. The Townsend plan of course has been pro-

posed in various communications to almost every public officer, in

recent months.
Senator Gore. It certainly has.

Secretary Perkins. It naturally came to those of us who were
members of this committee, and it was considered at more than one
session. After giving it what seemed to us due consideration, it ap-

peared that it was impracticable and impossible frcm any kind of

reckoning that we were able to do at this time.

Senator Gore. Was your objection to it then based upon principle

or was it merely based upon the theory that the monthly payments
were too large?

Secretary Perkins. The total sum involved was too large, not
only the monthly payments but the degree of coverage.

Senator Gore. What I w^ant to get at is this: Does the Townsend
plan dift'er from your plan merely in degree or is it different in kind
and different in principle?

Secretary Perkins. It is quite diflerent in principle, in kind, and
in degree.

Senator Gore. In what respect?

Secretary Perkins. The old-age provision in this bill

Senator Gore. The noncontributory part of it?

Secretarj' Perkins. The noncontributory part of this bill provides

for a pension for those who are aged and needy. Not those who are
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aged Mjul have fuiuis, Init tlioso who are aged and needy, as judged
by the i)e()i)U^ in their own loeahty.

Senator Gouk. Then if the Townsend phm was limited to those
who are aged and needy it woidd obviate your objection to it, would it?

Secretary Perkins. Except as to the amount involved, which is

too large.

Senator Gore. The amount is merely a matter of degree, it is not a
nnitter of principle at all. That is all a matter of discretion.

. Secretary Perkins. That depends.
Senator Gore. Does the proposal involved in this legislation seek,

.in any sense, to substitute social security for the struggle for existence?

Secretary Perkins. No, sir.

Senator Gore. It does not?
Secretarv Perkins. The struggle for existence, I take it, is a biologi-

cal thing which goes right on.

Senator Gore. It has gone on for a long time, hasn't it?

Secretaiy Perkins. Yes; and I suspect it will continue.

Senator Gore. Do not you think that we will, through cooperation
between individuals, reach a stage in civilization where the struggle

for existence will no longer be necessary?
Secretary Perkins. No, sir.

Senator Gore. The major part of it?

Secretary Perkins. No, sir.

Senator Gore. What factor would interfere with it?

Secretar>' Perkins. Of course, my views on this matter are not im-
portant. I think the question of cooperation between individuals has
accounted for as much ci\4hzation as any personal struggle. That
is just my philosophical view.

Senator Gore. Can you secure people against the struggle for exist-

ence, and have the struggle, too?
Secretary Perkins. Most of us have tried to give a certain security

to those who are dependent upon us from the more serious aspect of

the struggle for existence, and to a very large extent w^e have suc-

ceeded in civilizing society. That is the purpose of civilization.

Senator Gore. Those wdio receive security against the struggle you
think will struggle anyway, and I suppose they will, as a general rule.

Of course, there will be exceptions.

Secretary Perkins. I do not think there has been any cessation

in the struggle for existence because some who were subjected to

infants' diseases were protected. Those who have not had infants'

diseases have grown to be just as robust and bear the burdens of life

as other people.

Senator Gore. We often hear that the children of the rich do not
sometimes fare as well as those who have been up against realities

in their youth, who have learned how to struggle. For some reason

there is the impression that the children of tlie rich do not succeed.

Some people suspect that is because they do not have to struggle.

Secretary Perkins. A great many children of the rich do appear
to me to be quite successful as human beings. But it is very difhcult

to draw conclusions. The number of children of the rich are com-
paratively few.

Senator Barklev. It is ratlier difhcult to say what would have
happened if something else had hap|)ened that did not haj)pen.
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Senator Gore. Now then, here your statement yesterday was that

there were two objects in this whole old-age pension; one was to

provide for the aged, to protect them against hunger and cold, and
the otlier was to provide them with a purchasing power.

Secretary Perkins. Yes.

Senator Gore. The two, as I understood you, were equally im-
portant?

Secretary Perkins. Yes.
Senator Gore. You stated mass production called for mass con-

sumption and when you provided these old people with a purchasing
power they expended it for the manufacturers' product at retail.

Does not this plan contemplate taking the purchasing power away
from the manufactiu'er, which he has earned, to take the purchasing
power away from the merchant, which he has earned, and transfer it

to these aged pensioners, which they have not earned, in order that

they can use the purchasing power to buy from the manufacturer,
whose purchasing power you took away to start with? It comes to

that, does not it?

Secretary Perkins. I tliink you may be overlooking the difference

between income and wealth. Income arises from the velocity with
which the medium of exchange moves from hand to hand, whereas
wealth, of com'se, is more solid and substantial. The machines, the

land, and the buildings are real wealth.

Senator Gore. However much we sympathize with the old people
who obtain this purchasing power under this pension, a part of it

will be taken away from wage earners who would have used it for

purchasing the necessaries and comforts for themselves. Now, you
have taken from their income the purchasing power which they would
have used to purchase the manufacturers' goods, which they have
earned and which they will need, and you have transferred it to some-
body that did not earn it, to say the least. That is not an addition to

the purchasing power of the community; that is limited to the income
now.

Secretaiy Perkins. You may be right, sir.

Senator Gore. Well, now, if you subtract a part of the merchants'
purchasing power under this plan and transfer it to the aged, he can-
not raise the wages of liis employees to that extent and add to the
purchasing power of his employees to that extent; that is a fact,

isn't it?

Secretary Perkins. I would not think of disputing that, sir.

Senator Gore. The manufacturer could not give that purchasing
power to his wage earners; he could not add to his plant no matter
how much he needs to, to the extent of the purchasing power that
you have taken away to give to somebody else to purchase from him.
Now what I am trying to get at is this, Miss Perkins: Your assump-

tion is that it is a function of the Government to take purchasing
power awav from the citizen who has earned it—and we will say
earned it honestly—and transfer it to another citizen who has not
earned it; that is the principle in this bill at least, so far as the pur-
chasing-power end of it is concerned, is it not?

Secretary Perkins. No, sir; I do not think it is the function of the

Government to take the purchasing power away from one individual

and give it to another. I think it is the function of the Government to

provide a method by which those who are dependent in their old age
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iiiay 1)1' iJioviiknl tor jipiinst tlio (ievastatins; ravatres of poverty w licii

tlu\v are okl. I tried to iiidicato yostorday that. I holiovo that an
incidental advantaixo which the \vhok> cojninimity will <iet, and the

aged i>ei-son as well, is that there will arise a new location of ])urchasin<i;

power which will he useful to all of the comniunity who have contrib-

uted to the fund into which the taxes going to support this plan are

paid. But the prior duty is to the aged.
Senator Gore. There is no doubt about that. You used the

expression yesterday that it was creating a ])urchasing power when
you gave a pension to the aged. I think Senator Black called your
attention to that point. Is it not a transfer of purchasing power
instead of a creation of purchasing power?

Secretary Pekkixs. 1 do not believe thatl used the word "create."

I thought I indicated that it provided a new source of purchasing
power, but I may have misspoken myself. I am sorry if I did.

Senator Gore. In the first instance it is a transfer of purchasing
power from one citizen to another, is not it?

Senator Couzexs. May I say. Senator, I do not think so, because
what you would take away from me might increase the purchasing
power that you might have.
The Ghairmax. There are not many like Senator Couzens.
Senator Gore. I think it is a matter of supreme importance.

What we all want to do is to stimulate the creation of purchasing
power—something that will pull us out of this bog. The transfer of

purchasing power from one citizen to another does not go far. It

may helj) the individual who gets the purchasing power, but it hurts
the one who ])arts with it. You take the processing tax, for example.
You take hundreds of millions of dollars out of one set of pockets
and put it into another set of pockets. That is not creating pur-
chasing i)ower ; that is transferring it. This distinction is fundamental.
Now sjieaking on the incidental advantage, our government, for

months after the war, made loans to foreign governments, and for 6

years, from 1923 to 1929, our financial institutions loaned some six

billions of dollars to those governments or peoples. That purchasing
power was put into their hands, and with it they purchased goods
from us, but that plan did not work out very well in the long run, did
it? Some of its efi'ccts helped to bring on and to aggravate the de-
pression.

Now, then, we \\ill come back to the first proposition of taking tliis

power, this purchasing power, from the manufacturers and the mer-
chants and transferring it to the aged. Now I would like to get your
reaction on this: The Government decides that John Doe, a manu-
facturer who created this wealth— this purchasing power in an honest
way—is not as much entitled to it as Richard Roe, who has no pur-
chasing power, and the Government of the United States, efpially

charged with the j^rotection of both of them, takes it from John Doe
and gives it to Richard Roe. I do not see how you can esca])e that
conclusion. You may justify that on social considerations but that
is what happens.

Senator Connally. Senator Gore, is it not true that under our
relief system we are taking money, tlirough taxation, from one set of

persons and giving it to another? As I understand Secretary Perkins,
she wants to provide a method that will set up a reserve fund so that
these people, instead of spending directly out of the Treasury, will
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get results from their own plan, to which industry ought to contribute
just as much as the employee?

Senator Qore. I am speaking of the noncontributory portion of

this bill. Anybody who thinks that the relief plan is a substitute
certainly ought to devote more thought to the subject.

Senator Connally. That is what we are trying to get rid of now;
that is why we are trying to devise something to take its place.

Senator Gore. I do not know whether making it chronic instead
of acute will help any. Senator Long of Louisiana is espousing a plan
for the redistribution of wealth in this country. Now liis contention
is that the Government ought to take purchasing power, wealth, and
income—I will use both terms—away from those who have it and
transfer it to those who do not have it. Now how does that differ, in

principle, from this plan?
Secretary Perkins. I think it does, sir, becuase the difference in

degree frequently relates to principle itself. If you take all of the
wealth, or even a very substantial part of the wealth away from the
sources where it is created, you do, of course, dry up the possibility

of creating any more wealth at that place. Now the creation of

wealth, as I tried to indicate, is the creation of machinery, of tools,

of houses, of substantial products out of which there can flow those
goods, comforts, and earnings which make income. To merely
divert a portion of the income which derives from a wealth-producing
manufactury, or wealth-producing mine, to divert a portion of the
income which derives from that to a source which needs income and
has not, for some reason or other, been able to maintain income into
the years of old age, does not seem to be in any way a distribution of

the wealth of the ordinary income-producing agency. Maintenance
of the income-producing agency is of course extremely important.
That is the structure under which we are living, and within which we
are operating our economics.

Senator Gore. Income is wealth. The matter of replacement is

not a matter to be ignored. The country's plants have to be re-

placed every few years.
Secretary Perkins. The portion of income which should go for

replacement is an open question at this time. We are recognizing
that one of the factors which enter into the comphcations of this

last depression was that a large part of the income earned from the
machine structure, was used to expand that structure further, and
further, so that we had a very large investment of current income, in

the expansion of our capital structure.
Senator Gore. That is true.

Secretary Perkins. So there is a time element in the matter that
is perhaps important to the creating of a balanced economic life.

Senator Gore. Your answer, as I understand it, is that under
your plan you would not take too much of a person's income, and
Senator Ix)ng would U\ke too much of a ppfson's income. Now what
is the standard? Who is to decide how much is too mucli and bow
much is not too much?

Secretary Perkins. The Congress of the United States.
Senator Gore. Congress has found this bill on its doorsteps.

What guarantee is there? Has the citizen got any constitutional
guarantee? Has the citizen got any legal or moral guarantee under
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this plan that some man mig^ht not come into power who would take
more than lie ou^jht to take from one and 2:ive to another?

Secretary Pehkixs. Ho has the guarantees, sir, which were, I

su[)pose, estahhshed in hiiihlint!: up our representative system of

sxovernment by the ek^cted rei)rosontatives of the people, who decide
how much tax to im|)ose and where to impose it. I do not know of

any other fornnda which seems to me so adetpiate at this time.

Senator Gore. I know the theory of private property used to be

—

I do not say it is now—that the man who earned the dollar honestly
has a better right to it than anybody else.

Secretary Perkins. I would not dispute that.

vSenator Gore. What I am trying to get at now is whether this

legislation is not out of line with that once established principle. A
Congressman said the other night they were organizing a club, and
one man said, "If you want to come back to Congress you better
vote for this To^\^lsend plan." Now who is to decide? Is it the
people who want this wealth given to those who haven't got it? Has
a citizen no guarantee, under our constitutional system, that that
thing cannot be done? Do you tliink he has? Isn't this plan, and
the Long plan, in effect to take private property for private use?

Senator Couzens. Isn't that a question for the Supreme Court to

decide?
Secretary Perkins. It is not for me to decide. Thank you, Senator.
Senator Gore. Perhaps we can tell you more about that when they

hand down the gold-clause decision.

Senator Couzens. I am quite conscious of the fact that the whole
matter is in the air. I do not think we can decide it around the table.

I do not think we can decide whether it is constitutional or not.

Senator Barkley. Is not it a question of degree, as to how much
is not to be taken by the Government? As a matter of fact, from
time immemorial a part of what some people have has been taken by
the Government—either the city, the county, or the State—for the
purpose of looking after indigent people, whether they are old or not.

Secretary Perkins. And sometimes for worse purposes.
Senator Barkley. "\\ hat?
Secretary Perkins. Sometimes for worse pur})oses.

Senator Barkley. I agree; but the question of taking away money
from people who have it, in the form of taxes, for the purpose of caring
for the poor is not a new question. It has been with us for a long
time. ^^ e do it in many respects besides the mere caring for old and
poor people.

Senator Gore. As far as the State is concerned, there isn't any
doubt but what it has the power and the duty to take care of its in-

digent people, but it is a new theory as far as the Federal Government
is concerned. I was wondering about that.

Senator Barkley. I do not know whether the gold-clause case has
any effect on the power of Congress to appropriate money for this.

Senator Gore. \\'hat is that?
Senator Barkley. I do not tiiink the decision of the Supreme

Court in the gold-clause case has anything on the power of Congress
to appropriate money for this purpose or any purpose that concerns
the general welfare of the people.

Senator Gore. The Senator forgets that some of us are Irish and
that reference to the Court was a bit of humor.
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Senator Couzens. May I ask Miss Perkins if the gasoline tax does
not, in part, answer Senator Barkley's question? I remember the
debates in Congress when we proposed the gasohne tax, that it would
help to liquidate the expenses that the Government was put to in

making good roads, and we did not segregate the gasoline tax for the
purpose of good roads and therefore wo are not proposing to segregate
this tax for the purpose of unemployment.

Senator Barkley. That was the theory on wliich the matter was
discussed. The fact of the business is, and we all know who are on
this committee, that we reached the point 2 or 3 years ago where we
had to have $150,000,000 in order to balance the Budget and we did
not have any other funds to get it from except to tax gasoline, and we
justified it on the theory that the Federal Government was contribut-
ing money toward the building of highways, therefore we ought to

levy this tax.

Senator Hastings. There is tliis difference, and this distinction
which has to be made: There was no surplus, as far as the building of
reads was concerned.

Senator Barkley. I would like to get your idea about this, Miss
Perkins. It is stated that about 35 or 36 of the States will have ses-

sions of the legislature this year and the others wdll not meet for a year.
Secretary Perkins. More States than that, sir.

Senator Barkley. This tax goes on at this time?
Secretary Perkins. Yes.
Senator Barkley. What would you say to the suggestion of not

using this money, or withholding in a special fund the amount of this

tax over and above the distribution to the States who pass laws, and
provide if and when any State does enact this legislation then the
amount collected from that State shall be available to it for unem-
ployment insurance? For instance, 12 States will not have a session
of the legislature until next year. Would there be any objection to
withholding any general distribution of the surplus of this fund, to
give those States a chance to pass legislation without having to call

an extra session of the legislature, and then provide that the amount
collected this j^ear, or any other year prior to the enactment of such
legislation, could be available to the States for the purposes for which
it was collected?

Secretary Perkins. Forty-four States have legislatures meeting
this year. Now we provide that probably 1 percent, instead of 3,
is collected the first year, so it is a much smaller amount in the first

year of collection.

Senator Barkley. Well I think States that cannot comply with or
meet this requirement for a year without calling an extra session of the
legislature, which would probably cost more money than the tax
would amount to, ought to be given an opportunity to benefit from
the amount of tax they pay prior to the time when they can meet the
requirement of this law.

wSecretary Perkins. I suppose we could not exempt employers in
States whose legislatures did not meet before January 1, 1936.

Senator Barkley. I do not think that would be fair.

The Chairman. That is not a matter you would raise any objection
to, if we wanted to write it into a bill, is it, Miss Perkins?

Secretary Perkins. I think not, except that it should be so safe-
guarded that it is not an encouragement to n State to postpone its
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action, or to believe that it will get the money back. In that case it

will not pass the law and the funds will not be accumulated as they
ought to accumulate for the benefit of the unemployed.

Senator (Iorp:. Miss Perkins, there is one more question. Yester-
day I think you mentioned that there were people who were 45 years
of age or 50 years of age, men who had accumulated experience who
were thrown in the discard. To me this is a living tragedy. Have
you made any study of that? Can you tell us to what extent, if at

all, the fact that they are thrown into the discard is due to industrial

insurance, the raising of the premiutn on those men who are of ad-
vanced years? Does that have anything to do with it?

Secretary Perkins. In some forms of group insurance it has been
thought that that was a part of the reason for the discarding of the

older members of the working group, because the total premium
would be lower if the largest proportion of the workers engaged in the

group are young men and not so near their assumed death date, and
therefore the collection date. Not all forms of industrial insurance
do that. I should say that it is perfectly possible to write a policy,

and such policies have been written and should be written, where the

older person collects a lesser, benefit than those who come into the
scheme at a younger period.

Senator Gore. 1 was wondering whether j^ou had given thought to

that proposition. It seems to me perfectly just to establish a fund, or

to recjuiro industry, employers, and employees, to raise a fund out of

which tliis excess premium, the extent to which the premium for these

men of advancing years is in excess of the average, a fund out of M'hich

that excess premium could be paid. It looks to me like that would be
a legitimate charge on the employer and employee, which would avert
a ])ortion of this loss.

Senator Black. I would like to ask Miss Perkins one or two ques-
tions in regard to this medical proposition. Doctor Witte made the

statement, as I understood it, that it was probable that a report would
be made to the Senate which would go more fully into some kind of a

provision for medical assistance. 1 am very greatly interested in

that. I have a resolution pending before the Senate at the present

time for legislative study, which I do not want to make if it did not
cooperate with the committee. I want to ask two questions.

Is it not true, insofar as the failure to receive the necessities of life is

concerned, that there are more people affected in the United States

from the single cause of failure to receive adequate medical and dental

and hospital treatment than any other one individual cause which
you have been studying?

Secretary' Perkins. You mean as a cause of poverty?
Senator Black. Yes.
Secretary Perkins. I think we would have to rate unemployment

higher than lack of medical assistance as a cause of poverty.

Senator Black. I mean the number of people who are not receiving

adequate medical, dental, and hospital treatment, if it is not greater

than the number of j)eople who are unemployed, and if it is not
greater than the number of ])eople who are old? I do not mean in

the aggregate, I mean separately.

Secretary Perkins. That might be so. As soon as you use the

word "adequate" the discussion is raised as to how much treatment
constitutes adequate medical treatment, but if you use the opinion
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of the group who think that adequate medical attention is of a sub-

stantial amount, I suppose that is correct.

Senator Black. Of course, you know the committee has studied

the reports of the commission which was set up to study medical
aid?

Secretary Perkins. Yes.

Senator Black. You are familiar with the fact that 30 percent of

the people who were dropped in the World War were declined admis-
sion into the Army for reason of the fact that they were physically

unfit for service. Is it not true that the committee making tliis

study found if adequate medical treatment could be received by the

people, that tliis number would be greatly reduced, and we had
numbers of people who were not working full time, with hundreds
of thousands of people who failed to receive medical treatment?

Secretary Perkins. No doubt about it.

Senator Black. Would you object to stating whether or not it is

the intention of the committee to make a report recommending
further legislation along this line?

Secretary Perkins. We are recommending here, an appropriation

to be used through the State public health services for the purpose of

preventing illness and for furnisliing at least a minimum of medical
and nursing care in the States. The committee which is making a

further study is made up of physicians, dentists, and hospital authori-

ties, who are working definitely upon the request of the general com-
mittee to see if they can devise a system of health insurance wliich

seems to them, as professional people, working in the field, to be both
fair and constructive for the profession itself and at the same time to

furnish the necessary provision of medical care to people now with it.

Wliether they will recommend legislation or not at this session I am
not at this moment prepared to say. This subcommittee asked for a

longer time than the other subcommittees, because their problem is a

diflftcult one. The professional matters to be considered are difficult,

and they have frequently caused controversy within the professions

affected. Therefore we thought it well to give the subcommittee the

extra time so that they might arrive at at least a considered opinion.

I do not know whether they will recommend legislation to the Presi-

dent's Committee on Economic Security, or whether the President's

Committee on Economic Security will be in the position to recommend
legislation to your honorable body at this session.

Senator Black. I do not understand that the President's com-
mittee is going to follow necessarily the action of this committee of

doctors and dentists.

Secretary Perkins. Not necessarily, but we will consider their

findings.

Senator Black. You will consider their findings, and their advice

in connection with trying to reach a fair conclusion?

Secretary Perkins. Yes.
Senator Black. Is there any reason why, so far as you know, the

cause would be injured or assisted by an open public hearing before a

legislative committee which gives access to the physicians, the den-

tists, and all people interested to present their views and have an
open study of it by the committee?

Secretary Perkins. I do not think anything is hurt by a public

discussion, but I should very much like. Senator, before you proceed
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to that, if you would talk with perhaps tlio chairman of this sul)-

committee.
Senator Black. Who is the chairman?
Soorotarv Perkins. Mr. Sydenstricker has the matter in cliarge.

He has two or tJiree committees working;. I would be very glad if you
discussed the matter with mend)ers of that committee. Dr. Harvey
CushiuiT is the cliairjuan of the medical committee.

Senator Black. It is true, is it not, that many of the other coun-
tries who have adopted social insurance systems have adopted this one
first, for medical treatment?

Secretary Perkins. Yes, sir.

Senator Black. And you are seeking now the advice of the coun-
cil of physicians. May I ask whether you are obtaining cooperation?

Secretary Perkins. We are.

Senator Black. From the medical association and the dental
association?

Secretary Perkins. Yes, sir. That is one of the reasons that makes
us verv hopeful of a constructive report. They have been extremely
cooperative and are working with, great intelligence and with an un-
selfish point of view of citizens as well as professional men.

Senator Lonergan. Mr. Chairman, may I ask a question?
The Chairman. Senator Lonergan.
Senator Lonergan. Madam Secretary, how many persons are out

of employment now in this country?
Secretary- Perkins. I think, sir, that you have probabh^ realized

from the statements published from time to time that there is no
complete!}' accurate figure of the unemployed. The reason is because
we have no unemployment insurance system. Countries that can
publish an accurate figure every month as to the number of persons
whom they know to be actually imemployed are those with unem-
ployment insurance benefits, under which persons entitled to the
benefits are registered and counted. In this country we have esti-

mates of imemployed, based upon our knowledge of an index of

employment. We know, in general, what the percentage of employ-
ment was in the year 1930, and we know from the census of that year
how manj' persons were employed by different groups of employers
who made a pay roll return. We know now how many fewer are

returned, are employed, by the returns of the employers, and we
therefore deduce that there must be so many unemployed. Perfectly

honest people can sit down and make their own estimates and their

own allowances, and their own weightings for this, that, and the other
thing, and they will come out anywhere from two to four million

apart in their estimates.

Senator Lonergan. What is your estimate?
Secretary- Perkins. We have made our own computations and we

therefore make an estimate based upon it, and our estimate is that
there are probably in the neighborhood of 9,000,000 unemployed.
But again that is an estimate, and I think that should be recognized
as an estimate.

Senator Lonergan. What is the estimate of your Department as

to the number of unemployed in normal times?
Secretary Perkins. There is no estimate at all that is worth its

salt. You \\-ill always find a certain number of people who will say
they are unemployed. Many of those are in the group that was
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referred to the other day as unemployables who never will be employed
except for an odd job. They are people who are sometimes sick,

sometimes defective, sometimes not really having any need of the
work. You will find that particularly the case sometimes in the

younger or older members of the family in which there is a bread-
winner who earns a sufficiency for the family. You sometimes find

the young daughter in that family working for pin money a few weeks
at Christmas time in the department store. She is always laid ofT

and she only works, year after year at Christmas time, and yet if you
counted her as having been employed in the Christmas rush and is now
out of work, in January, you might say, "Well, she is unemployed,"
and yet actually she is not what you and I are thinking of as an
unemployed person because she does not seriously intend to have a
job as a permanent thing. So many of those who can be regularly

employed in good times are counted among those who are not em-
ployed at other times.

There are always, on a given day, a number of men out of work who
will not be out of work tomorrow. A census today might indicate

that they are out of work because they have just finished the job at

Jones' and they haven't begun the new job on Main Street. That is

particularly true in the building trades. You will find periods when
they have a day, or 2 days, or a week or 2 or 3 weeks in between the

times that they work.
There is also, of course, in addition to this the seasonal fluctuation,

in which people are out of work during the season when the trade

is not working. There is a certain amount of technological unemploy-
ment. That is, some process has been changed and those people are

out temporarily until they find either another kind of job or a job in

another plant.

There is no sound estimate of the number of persons unemployed
in norinal times, because the fact is they are intermittently employed.

Senator Lonergan. I have read at times it was 2 million, 3 million,

of 4 million.

Secretary Perkins. Many people have amused themselves in their

idle hours making those estimates, but if you ask me, as a responsible

Government official, to say what it is, I would have to qualify it very
much.

Senator Lonergan. Have you any estimate as to the number that

will come under the unemployment insurance plan when it becomes
operative?

Secretary Perkins. You mean the number of employed persons?
Senator Lonergan. No, the unemployed persons who will come

under this plan.

Secretary Perkins. The only persons who will come under this plan
will be that percentage of the persons ordinarily employed who happen
to be laid off.

Senator Lonergan. Yes.
Secretary Perkins. Now the total number of persons in the U. S. A.

who were employed in 1933 was 26 million people, on a coverage of
this sort, and if the index of employment went down to 70, 30 percent
of those would be eligible for benefits.

Senator Lonergan. Our greatest problem is unemployment, is it

not?
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Secretary Perkins. It is at the present time; yes, sir. In normal
times it is not our p-eatost problem, but it is a luizard that is always-
possible just ahead of us.

Senator Lonehgax. I am jroinij; to volunteer an opinion. I believe

tiuit there are sullieient means in this country to start a substantial

portion of industry in this country and the thinf]:s that are lacking are

a wider coniidence and a more liberal credit system. Have you any
opinion on that?

Secretary Perkins. Well, I do not qualify as a specialist on credit

systems, sir. Credit, as I imderstand, is the ability to borrow, is it

not?
Senator Lonergan. Yes.
Secretary Perkins. I have never been able to borrow anything,

so I know very little of it.

Senator Lonergan. Most of us have borrowed too much and can-
not pav it back.

Senator Barkley. Miss Perkins, of the 9 niillion unemployed are
you able to say how manv of them are unemployable?

Secretary Perkins. It is a very tlifhcult thing to gage but there

are four and one-half to five million heads of families now on relief.

Those are the people whom you can study. The relief agencies, with
statisticians of the Department of Labor assisting them, have esti-

mated, from the reports on those families, that 80 percent of those

heads of families are able-bodied, healthy employable persons having
no defects or no complications. So 80 percent of the 5,000,000 are em-
ployable. That means 20 percent of the 5 million may be classed as

unemployable. It is probably true that most of the unemployable
workers of the country are embraced within the relief group.

Senator Gore: You use the word, "unemployable" as embracing
those who could not work?

Secretary' Perkins. AYe mean the sick, the deaf, and so forth.

For instance, you take the mother of a large family, she may be
able-bodied and all that, but we classify her as unemployable because
if she works the children have got to go to an orphan asylum.

Senator Gore. Do you think there is any danger of creating an
additional class of unemployables?

Secretary' Perkins. No, sir.

Senator Gore. Those that would not work?
Secretary Perkins. I do not think so, with the rising American

standard of living. Llverybody wants a little more than he has ever
had in the way of comfort and lu.xury.

Senator Walsh. Miss Perkins, your figure of 9,000,000 is an
estunate, and it is probably somewhat over that, but it does not
include these exceedingly large number of people who are working a

few hours a week or a day or two a week?
Secretarv" Perkins. No, sir; it does not include the partially

employed.
Senator Walsh. And that is a very large number?
Secretaiy Perkins. It is a very- important ])art of our present

economic problem.
The Chairman. Miss Perkins, it is now 12 o'clock. You have

been very patient and very kind. The committee is deeply apprecia-

lOKTSO— .•?'. PT -1 s
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tive of the suggestions and the information that you have given us.

Have you finished your statement?
Secretary Perkins. I think I have, sir; to all practical purposes.
The Chairman. Does the committee desire that Miss Perkins

return Monday morning?
Senator Barkley. Unless she has some additional formal statement

that she desires to make, that we prevented her from making through
our interruptions.

Secretary Perkins. If I find, sir, there is anything I would like to

say, perhaps I had better file a memorandum of it.

The Chairman. You can file a memorandum. We will be glad to

hear from you.
Secretary Perkins. Thank you very much for your courtesy, sir.

The Chairman. The committee will adjourn now until Mondaj"
morning.

(Whereupon, at the hour of 12 o'clock, the committee adjourned
until Monday, Jan. 28, 1935, at 10 a. m.)
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ECONOMIC SECURITY ACT

MONDAY, JANUARY 28, 1935

United States Senate,
Committee on Finance,

WashiiKjion, D. C.

The coiiiinittoo met, pursuant to call, at 10:10 a. ni., in the Finance'

'oniniittcc Room, Senate Office Buildintr, Senator Piit Harrison,

iiairnian, presiding.

i
Present: Senators Harrison (chaii'nian), Kinsj, \A alsli, Connally,

roro, Costigan, Bailey, Clark, Byrd, Black, Gerr^^, GufTey, Couzens,
iletcalf, Hastings, and Cai)per.

The Chaihmax. The committee will coivie to order. The witness
lis moi-JHUi: is Mr. ^^ illiam Grceji, president of the American Fed-
ration of Labor.

TATEMENT OF WILLIAM GREEN. PRESIDENT, AMERICAN FED-
ERATION OF LABOR

The Chairman. In your own way, Mr. (ireen, you can present

our views wiih reference to Senate bill 1130.

Mr. Green. Mr. Chairman and members of the committee: I

3sure you that I am pleased with the opportunity to present to you
if viewpoint of labor regardino; the proposed social-security legisla-

on.

Consideration of unemployment insurance in this country is b}' no
leans new. During every depression we have had in recent years
e have talked about imemployment insurfnce. Any plans for

'v'-iployment insurance were always forgotten, however, with a

I of prosperity. Unemployment <m€s into being with the
.rial system, and grows with it. xiie United States is the last

industrial countiy to give serious consideration to a system of

ployment insurance. We are, indeed, decades behind in the

pmeni of a S(;cial program. Comprehensive systems of unem-
iCiit have been in practical oj^eration in various foreign countries

r.\i\y years.

I

Oi)position to unemployment insurance in this country is based
''':! rily upon the claim that it is unnecessary, that unemployment is

II insurable risk, and that even if we did manage to insure our
unions of wage earnei's against their great risk of unemployment,
16 effect upon them and upon the Nation would be harmful.
Today we need not convince cither the lawmakers of this country

P the peoj)le themselves that we need a broad system of social insur-

Qce, covering unemployment, old age, care of dependent and unem-
iloyable persons.

The lives of millions of our people are governed b\' the fear of losing

leii- jobs. P>onoinic securit}^ is today and will be for a long time to

141
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come our greatest national problem. Our belief that this problemi
would take care of itself has been rudely shattered by the bitter experi-
ences of the past 5 years.

I believe every one realizes that we must now take positive action
to provide a reasonable amount of economic security to those millions
-of our population who are, even in the best times, always on the ed<j:e

of want and destitution. Their wages are so low that even while
they are fully employed, they are unable to make provision for unem-
ployment through savings. They are always conscious of their com-
plete lack of security. It has been estimated that in 1928 and 1929 at
least 10,000,000 families, or over one-third of the total population,
were living in poverty, many of them even below the minimum subsist-

ence level. Those people had and can have no savings to see them
through even a brief period of unemployment. Even were savings
possible, however, it would still be highly unjust that they should he
expected to bear the cost of unemployment for which they are them-
selves in no way responsible.

The need for security can be shown most clearly by the number of

persons who are now on the rolls of the unemployed. In November!
1934, more than 11,000,000 men and women were still looking fori

work. The figure for December \vill probably be even greater than
that. Tliis means that 31 percent of the total number of wage-
earners and small salaried workers in the United States were out of'l

jobs in November, and this does not include from 1,000,000 to:

2,000,000 additional workers who had emergency employment only..

Great as these numbers are, they by no means represent the total

number of wage earners who have suffered from unemployment dur-
ing the past year. There is a constant changing of places between
unemployed and employed.
That unemployment is by no means confined to periods of depress*

sion must also be remembered. Even in periods of prosperity, un-
employment is the greatest hazard which the wage earner has to

meet. In 1923, for example, when unemployment was at its lowest
figure during the entire period of the twenties, over one and a half

million were unemployed, representing 5.2 percent of the entire num-
ber of wage earners and salaried workers of the coimtry. The Ohio
Commission on Unemployment reported in 1932 that during 4 out of

the 7 years from 1923 to 1929, the average number of unemployed in

the State represented more than 10 percent of the total number of

wage earners and salaried workers in the State.

So far we have tried to meet this tremendous problem through
relief only, and in the past 2 or 3 years relief has done much. But we
see in continued dependence upon relief the gravest dangers to our
wage-earning populatioQ. Relief must not be considered the solu-

tion of the problem of personal economic security and of national

economic security. Relief must be a temporary and emergency
measure, unless we wish so seriously to undermine morale that many
men and women will never again be self-sustaining of self-respecting

citizens.

To refer to the service of the trade unions, the service which the

trade unions have rendered in the organized labor's attempt to extend

temporary reUef during these years of unemployment, the report to

the last convention of the American Federation of Labor which was
held in San Francisco last October, showed that members of organized
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abor have contributed out of their earnings more than $60,000,000
iuring the year for unemployment reUef, sickness and out-of-work
)enefits. Some of our trade unions are strugglino; in an efl'ort to

5are for their unemployed members, and as a result are contributing
very large percentage oi their own earnings for the purpose of taking

jare of tiie unemployed.
Senator Clahk. Do you mean that this figure which you have

nentioned was contributed by the organizations or through the
)rganizations?

Mr. Green. By the labor organizations, over $60,000,000 in 1 year.
Senator Costigan. I assume that you prefer work to relief, even

,t increased cost to the Federal Treasurj^?

Mr. Green. I beg your pardon?
Senator Costigan. I assume that you prefer work to relief in a

monetary sense even at increased cost to the Federal Treasury?
Mr.. Green. Oh, yes; yes, indeed. Work first. Relief only when

work cannot be supplied.

Senator Couzens. Do you mind if I ask you a question now?
Mr. Green. No, sir; at any time.

Senator Couzens. In vour study on this unemployment situation

and during your conventions, have you given any consideration to

the great excess capacity of labor in such districts as the coal mines
and copper mines, and so forth?
Mr. Green. That is a problem that we have given special attention

to.^

Senator Couzens. Have you reached any solution of it?

Mr. Green. Only this, that we have recommended a reduction of

the hours of labor so that we could spread the amount of work availa-

ble among more people. The other problem of excess labor in coal

mining and in other lines is a problem that in our opinion must be
api)roaclied in a careful way because of the independent nature of the
coid miner, which makes it verA" difficult to persuade him to sliift and
eave and go to other places.

Senator Couzens. Can you conceive how this so-called "$4,000,-

000,000 work program" is going to give work in the mining districts

and the copper districts to the excess amount of labor?

Mr. Green. I coidd not answer that cjuestion at the moment,
Senator, because I have not gone into it, but the facts are that in road
Duilding and perhaps in reforestation, in grade crossings—that is, the

elimination of grade crossings—and pubUc works of that kind, the

miners will be drawn from their homes and in their localities into

public works if the work is accorded them.
1 have found that a ver\' large number of miners have lelt the mines

and gone into the rubber-manufacturing industries, and into auto-
mobiles.

Senator Couzens. Have you an3^ figures as to how many have been
taken out of those fields?

Mr. Gpeen. No: except that in Ilhnois, whereas in 1917 to 1923
there were practically SO,000 miners em])loyed in that State, there are

less than 50,000 no\v. In Ohio the proi)ortion runs about in the same
way.
The reduction in the number employed has been verj' great. They

have been absorbed in some other lines of industry, and as I say, I

have found a great many of them have found work in automobiles,
and a number in rubber, some in textiles and other places.
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Senator Couzens. The assertion which is quite frequently made thai

these miners will not leave their localities is not quite true then?

Mr. Green. It is difficult to prevail upon them to do it, but economic
pressure forces them out, and they just simpty have to go in sojuc

instances, and as a result of it, they have gone in large numbers.
wSenator King. There has been a great deal of competition, has

thei-e not, especially in the bituminous mines; that is, that there wen
too many mines for the consumption of the coal that had to be pro-

duced?
Mr. Green. You see, there are two things. The coal-mining

industry is over-developed; and, secondly, they have mechanized the

mines, and that has displaced a large number of miners.

Senator Couzens. Have you any information as to how many meni

have been put out of work through the mechanization of the mines'

Mr. Green. I could not tell you what percentage of these, say,

30,000 or more in Illinois have been displaced by machinery, but a

very large number of th.em. Senator, have been displaced throu.ghj

mechanization.
{

Senator Couzens. Your organization being so largely spread out

over the Nation, do you not keeip any figures or statistics with

relation to that?
Mr. Green. No; we have none and I do not think the Government

has either.

Senator Couzens. Don't ,vou think somebody should?

Mr. Green. Yes; it is important. We ought to assemble figures

on it, but we just have not because it is rather difficult.

Senator King. May I ask you a question there? To what extent,

if at all, has the advent of women so generally into all or into many
lines of business and industrial activities contributed to the dis

placement of men?
Mr. Green. I could not answer that question either. Senator,

because we have not any figures on it.

Senator Couzens. Do you have women that are members of your
organization?

Mr. Green. Yes, sir; thousands of them, in textile, gannent niakin

clerical work, office w^orkers, and so forth.

Senator King. Even school teachers?

Mr. Green. Even school teachers, yes; and actresses, too. We
have some temperamental actresses, too.

Senator Couzens. They should keep you on your toes then.

Mr. Green. Yes; they keep us on our toes.

Senator Couzens. What is your total n^embership now, Mr. Green?
Mr. Green. Our total membership is between five and six nnllion

paid up. That does not represent our total membership because we
iiave to carry a lot of them now. When ])eople are unemployed they

cannot pay their dues.

Senator Couzens. What percentage of them is made up c.i women,
do vou know?

Mr. Green. Of those 0,000,000?
Senator Couzens. Yes.
Mr. Green. Senator, I could not answer that ({uestion because

we have never attempted to find that out. That is another thing we
ought to do.

Senator Couzens. It seems to me the American Federation of

Labor is not very up-to-date then on that.
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Mr. Green. Well, we have so many thino:s to do, Senator, and it is

expensive. That is the trouble.

Senator King. Comini;: back to that question, and I am doing it

only because in the past 3 or 4 days a number of men have called to

see me who were enpiged in manual labor or had been, and some who
had been engafjed as steno<2:rai)hers and clerks and typists, and so on,

and they contended that in the consideration of this and other legisla-

tion there ought to be sonu^ repressive measures dealing with woman
lab(»r supplanting men, nuich the same as what Mr. Hitler has done in

(lermany. Of course to me the proposition is absurd, but I was just

wondering to what extent if you are able to state that the advent of

women into clerical work, stenographic work, and so on, as well as in

other lines of activity, has sui)planted men?
Mr. Grekx. There are certain fields of work, particularly in office

work and clerical work of that kind, which we regard as a special

field suited for women workers. The American Federation of Labor
has never taken a position against women workers.

Senator King. ()f course not.

Mr. Green. What we have endeavored to do is to endeavor to

'provide minimum rates of pay and to protect them regarding em-
ployment and hours of labor, and so forth, but we realize that women
must work and we are living in an age when opportunities must be
accorded to women to work.

Senator Couzens. I understand that the railroad brotherhoods are

not affiliated with you; are they?
Mr. Green. Four. But there are about 17 railroad organizations

affiliated with us; that is, the shopcrafts and mechanics, and so on.

The locomotive engineers, the brotherhood of locomotive firemen, the

railway conductors and the trainmen are not affiliated with the

American Federation of Labor.
Senator Clark. 1 am going to ask one question in connection with

your remark a moment ago about the mechanization of certain indus-

tries. This bill contains a provision for a tax on what might be called

"pay roll", or a "pay-roll tax." Does not the pay-roll tax as dis-

tinguished from a tax on gross business have a tendency to increase

mechanization, to encourage mechanization, and the elimination of

man power?
Mr. Green. No; I do not think so, Senator. I do not think it

would operate that way.
Senator Glare. In other words, it seemed to me that if you put a

tax on pay roll, which is a pay roll for manpower, that encourages
the manufacturer or the industrialist to mechanize these industries

as far as he can, to diminish his pay roll and accomplish the same
result in some other way. On the other hand, if you put the tax on
the gross business, while I recognize that there is a certain inequality

in a tax like that, it does not have that effect on mechanization, it

r seems to me.
Mr. Green. On the other hand, if employers are going to con-

tinually displace workers, then they will have to be prepared to pay
more out of their earnings to take care of those displaced. They have
to increase the tax; that is all.

Senator Coizens. That is not desirable, is it, because that just

leaves more men idle?

Mr. Green. No; that is not desirable. What we want to do is to

create work opportunities for people to worlc.
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Senator Couzens. Yes; but Senator Clark has raised a very inter-

esting question as to whether or not the pay-roll tax will not drive

the industries to greater mechanizations and reduced pay rolls.

Mr. Green. That is a matter of opinion. I do not think it will

work that way, because the more idle people there are, the greater
will be the cost of unemployed insurance.

Senator Couzens. Yes; but these fellows are usually pretty good
mathematicians. They might figure that it would be less for the
pay-roll tax than to give them work, and I am wondering if you have
any views to express on the question of a tax on the gross business
instead of on the pay rolls.

Mr. Green. I have a recommendation here that the pay-roll tax
be increased above what is proposed in this bill.

Senator Costigan. President Green, I have no desii-e to interrupt
you at this moment, but will you at some time, whether personally or
by way of a statement in the record, indicate how the statistics of

unemployment fo the American Federation of Labor are compiled?
Mr. Green. Yes, I will; I will be glad to do that. I will have that

statement prepared for the record at the earliest possible date,
Senator. (Mr. Green subsequently submitted the following article.)

[Reprinted from the American Federationist, October 1933]

How Many Are Unemployed
I

In the months since March 1933 we have made headway against the rising tide
'

of unemployment, small though the gains are when compared to the 11,001,000
still out of work in August.
When the census was taken in April 1930, 3,187,647 men and women were out

of work—either temporarily on lay-off or entirely without jobs. In the next 3
years unemployment rose almost steadily; all efforts to check it were futile.

Only twice was the rise stopped for as much as 2 months (spring of 1931 and
fall of 1932) and even then less than 800,000 jobs were temporarily created, only
to be swept away again before the half year was out. From January 1930 to
January 1931 unemployment rose by 3,944,000; by January 1932, 3,037,000 more
had joined the jobless army and by January 1933 another 2,903,000. At the
high tide of unemployment in March this year, 13,689,000 were out of work.
Even to have checked this tide, which was destroying human life, engulfing

business, is an achievement which puts hope into the hearts of us all. Though
we have made but a small beginning in putting men back to work, at least for 4
months (April through July) unemployment has declined and 2,052,000 men and
women have gone back to work. From March to July 1933, unemployment fell

from 13,689,000 to 11,781,000.1
The industries where workers have suffered most from unemployment are

building, railroads, factories and mines. Of those employed in 1929,- by March
1933, 75 percent had lost their jobs in building, 44 percent in factories,^ 45 percent
on railroads and 44 percent in mines. In trade and utilities, losses were not quite
as severe, varying from 23 to 30 percent of the 1929 employment. Counting the
number laid off (instead of percentage), manufacturing industries are responsible
for the largest number unemploved since thev normallv employ over 8,000,000.
In factories from 1929 to March 1933, 3,711,000 wage earners and 437,000
salaried workers lost their jobs, a total of 4,148,000; in building, 1,571,000; trade,
1,268,000; railroads, 748,000; mines, 452,500.

Closer examination of these figures * shows that the worst unemployment has
been in the basic and "producer" industries, such as building, metals, and
machinery, railroads, and mines. The recovery on the other hand has been in
consumer industries—shoes, cotton goods, etc., trade. Manufacturing industries

' For figures for August and September see the Trade Union Unemployment Report, pp. 852, 965. Al-
though over 2,000,000 have gone back to work, unemployment has declined by only 1,908,000 because the
number seeking gainful work has increased by 144,000 since March.

2 Average for year.
3 Wage earners only.
* See Federationist, May 1933, p. 517.
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have taken back 1,094,000 wage earners (to July) chiefly in the industries produc-
ing consumer goods; retail trade has rccniijloycd 100,000. On the other hand,
buiUling lias given only 140,000 new jobs, railroads only 71,000, and mines have
not increased employment at all (this is normally their dull season). By per-
centages, factories have reemployed 13 of the 44 they laid off, retail stores 3 of

their 29, building only 7 of its 75.* Clearly American workers will not all get
back to work until the basic industries pick up. And to accomplish this, American
business men must have enough confidence in the future earning power of industry
to invest their money in building and new machinery. Buying power of the
workers means earning power for industry.

Outside of industry and trade, other groups of workers have been affected by
unemployment. At least 200,000 jirofessional workers—engineers, architects,

musicians, actors, and others—have lost their positions; nearly 200,000 Govern-
ment workers have been laid off since April 1930, 1(51,000 in State, city, and
county government and 33,000 in the Federal Government. Since 1932, 20,000
teachers have lost their positions, and the number of teachers employed is back
at the 1930 level. Young men and women graduating from colleges and pro-
fessional schools have been unable to find work; and boys and girls from school
ami high school who are of working age and need work to help their families
could find nothing. From April 1930, the census month, to July 1933, the increase

in persons seeking work, for whom no jobs existed, has been about 1,368,000.
Even in farming communities, city unemployment has had its effects. Young

people, wIk) would normally leave their fathers' farms to find work in the city,

iiave stayed on the farm, and hundreds of people without work in cities have
gone l)ack to the land to live with relatives. Many a farmer has had family
workers to help him when before he needed hired help, and many more have had
so little income from their crops that they could not pay hired labor. Thus,
al)out 000,000 more family workers were on our farms in April 1933 (compared
to .\i)ril 1930), l)ut farmers were employing about 637,000 fewer hired laborers.

There were also many working for farmers without pay who were not relatives

—

unemj^loved men who had begged food and lodging in return for their work; also

hundreds of families have moved to the country to occupy any deserted house or
shack they could find. Farm communities report every available house filled and
shacks long deserted are now a refuge for some family—-sometimes more than one
family—who are gardening to raise their food. We have no way of counting the
persons who are now trying to eke out a living in this way.
The tables below give the American Federation of Labor estimate of unem-

ployment each month since 1929 and are followed by an explanation of our
methods of calculation.

Table 1.— Unemployment, estimate of total number out of work in the United States

January.--
February

.

March
April
May
June
July
August
September
October...
November
December.

1930

3.216,000
3, X:). 000
3, M3, 000
3, 188, 000
3, mtO, 000
3, 2.50, 0(K)

3,714,000
4, 101,000
4, 150,000
4, 639, 000
a, 364, 000
5.541,000

160,000
345, 000
C98, 000
739, 000
7.50, 000
841,000
198, 000
357, 000
303. 000
778, 000
699,000
908, 000

197, 000
486, 000
739, 000
990, 000
470, 000
853, 000
300, 000
344, 000
767,000
586, 000
008, 000
124, 000

1933

13, 100, 000
13, 294, 000
13, 689, 000
13, 256, 000
12,896,000
12.204,000
11,781,000

* These figures are all in perccnts of 1929 average employment.
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Table 2.

—

ETuploymerd, estimate of total number at work in the United States

January. --

Feb^ua^y-
March
April
May
June
July.
.\ugust
September
October...
November
December.

45, 090, 000
44, 780. 000
44, 844, 000
45, 245, 000
45, 387, 000
45, 268, 000
44, 844, 000
44, 496, 000
44, 488, 000
44, 038, 000
43, 350, 000
43, 208. 000

41,624,000
41.474,000
41,756,000
42, 149, 000
42, 173, 000
42, 117,000
41,793,000
41,666,000
41,753,000
41,310,000
40,419.000
40.241,000

985, 000
731,000
513, 000
296, 000
850, 000
500, 000
085, 000
073, 000
684,000
898, 000
510,000
428, 000

36, 486, 000
36, 328, 000
35. 96S. 000
36. 437, 000
36, H33, 000
37,561,000
38, 020, 000

METHOD OF ESTIMATING UNEMPLOYMENT

The principle followed in constructing the unemployment estimate is this:

Find the number at work and the number out of work in a base period (April

1930)8 by United States Government censuses, and carry the figures forward by
the Government employment indexes. The Government census of manufac-
turers, trade, mines, etc., and the census of occupations give the base figures and
the unemployment census gives the number out of work.

Labor Department indices and figures give monthly records of employment in:

Manufacturing, mining, trade, utilities (street cars and busses, telephone and
telegrai)h, electric power), service industries (hotels, laundries, dry cleaning) and
building construction. Monthly figures for other occupations come from: Rail-

roads, Interstate Commerce Commission; Farm labor. Department of Agricul-

ture figures for hired labor on farms; Federal Government employees, United
States Civil Service Commission; armed forces. United States Army, Navy,
Marines, and Coast Guard; Federal and State road construction. Bureau of

Public Roads, Department of Agriculture. Yearly figures are secured for certain

groups where no monthly figures exist: Farmers and family workers on farms,
farm population figures, Department of Agriculture; teachers. National Educa-
tion Association; professional workers, from different professional organizations;
local and State government emj^loyees, reports from local and State governments.

Table 3.

—

Employment by indndry
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Table 3.

—

Employmeid hy industry—Continued
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OTHER DETAILS

Sources of base figures: Manufacturing, Census of Manufacturers 1929,

omitting railroad-repair shops since they are included under railroads (wage
earners and salaried workers treated separate!}^ as described below) ; mines,

Census of Mines for coal, metal, nonmetallic mines and quarries (including wage
and salaried workers, but not principal salaried workers "or central administra-

tive office employees"); trade, wholesale and retail, Census of Distribution,

omitting restaurants and automobile agencies, filling stations, and garages, since

these groups are not proportionately covered in the monthly trade indexes; hotels,

Census of Hotels; laundries and dry cleaning plants. Census of Majuifactures;

railroads, Interstate Commerce Commission figures for class I railroads omitting
executives, but including switching and terminal companies; Federal Government
employees, United States Civil Service Commission; local government, reports

from local governments; armed forces, reports from Army, Navy, Marines, and
Coast Guard; Federal and State highways, figure for 1G29 estimated from Bureau
of Public Roads reports. Base figures for all ether groups are fiom the Census
of Gainful Workers by Occupation and Industry for April lii.SO, bi ought 1 ack to

1929 by their respective index numbers: Farmers, family labor on farms, hired

farm labor, oil mining, building construction, telephone and telegraph, electric

power, teachers, other professionals. Base figures for streets cars are from the
Census of Occupations, and for motor busses from the National Association of

Motor Bus Operators. The management group is the sum of all owners, operators
and proprietors, managers and officials in all industries as shown in the Census
of Occupation by Industry. The figure for workers in each industry taken from
the Census of Occupations includes all wage and salaried workers and omits all

management groups (as above) except in building, where salaried workers,
apprentices, and technicians are also omitted. The total number gainfully

occupied is also from the Census of Gainful Workers by Occupation and Industry;
the total number unemployed, from the Census of Unemployment.

Finding the number at work: The number at work in industries for which an
industrial census exists (manufactures, mines, etc.) is, of course, the number given
as "employees" or "wage-earners" and "salaried workers" in 1929 (average for

the year). But in industries taken from the Census of Occupations the figure for

"gainful workers" shows all those attached to the industry in April 1930 whether
they were at work or not. Therefore, in industries where figures from the Census
of Occupations are used, the number at work is the number reported as "gainfully

occupied" minus those unemployed. Those considered as unemployed include

the unemployment classes A (without jobs), B (on lay off), C (unemployed and
unable to work), one-half D (having jobs but idle because of sickness), E (unem-
ployed and not looking for work). When these groups have been subtracted, the
remainder is the number at work in April 1930. In industries where a monthly
index on 1929 base is to be used, these figures are carried back to the 1929 average
by applying the employment index for the industry. Where indexes are not used,

as for Federal Government workers, no 1929 base is necessary.

This method applies also to the total figure for the country as a whole. Thus
in April 1930, the total number gainfullv occupied as reported by the census was
48,829,920; the number unemploved, classes A and B, 3,187,647; classes C, ^iD
and E, 397,443; the total number at work was 45,244,830. For the country as a

whole April 1930 is taken as base.
Applying the monthly indexes: The monthly indexes applied to the 1929 base

give the number at work in the current month. Where monthly indicators do
not exist and yearly figures are used, the yearly change is spread over the 12-

month period, 'making a small change each month. During the period before

the yearly figure is available, employment is carried as constant except in cases

where available information, shows that a small monthly change would be more
accurate.

Salaried workers in manufacturing: No index exists to report monthly employ-
ment for this important group. The State of Wisconsin, however, publishes a
figure showing monthly changes in employment of salaried workers in factories.

Since this figure is the best indicator we have yet secured, employment of salaried

workers in factories is assumed to vary according to this figure.

Farmers and farm labor: Careful study has been made of employment on farms
and information secured from the United States Department of Agriculture. Un-
fortunately adequate statistical data do not exist to give an accurate account of

monthly employment on farms, but the situation can be pictured in general from
monthly reports on the number of hired laborers per farm and yearly reports on
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farm population (Department of Agriculture). After careful consideration we
conclude as follows: From April 1930 to April 1933, the number of farmers has
not cliannod api)rocial)ly, hut family labor on farms has increased and hired
labor decreased as, noti'd abt>ve.

Seasonal changes in em{iloymont of hired labor on farms are very large; from
the month of lowest employment (January or February) to the peak of the harvest
season (July or September) emi^loyment may vary by more than 1,100,000.
Most of these jobs, however, are tilled by labor from the farm community and
only a small portion given work to unemployed city workers. Farmers' sons go
out to work on neighl)oring farms, or farm labor is furnished by men living in

farm communities and doing other work in winter, or I)y migratory workers who
travel from crop to crop. Farmers' sons are counted in our estimate as family
workers on farms and are not considered unemployed when they come home
after the sunnner's work. Among workers from fann communities and migra-
tory workers, si>me unemployment prol)ably exists in the wintertime. Also, in

the summer season, some employment on farms is unquestionably furnished for
city workers. After careful consideration we have adjusted the figure for
hired workers on farms as follows, future adjustments being subject to change if

better information becomes available: From Ajjril through the summer season,.
30 percent of tlie increase in jobs (shown by the Department of Agriculture
figure on hired labor per farm) is assumed to furnish work for the unemployed.
The summer seasonal work is over by November; the figures for April and
November are used without adjustment. From November to January it is

assumed that 20 percent of the workers laid off are unemployed; but in the
winters of 1930 and 1931 p.ermanent layoffs wore heavier ar.d u!iemployment
was 25 and 35 percent, respectively. From January through March about 10'

percent of the hiring shown by the crude index furnishes jobs to the unemployed.

Mr. Greex. In November 1934 over 19,000,000 persons were on
the relief rolls. This represents more than 15 percent of the entire

population of this country, dependent upon the Federal Government
for aid. The Federal Emerirencv Relief Administration has estimated
tliut of the^p 19,000,000 on belief , 5,500,000 are employable. We are
justified in assumino; from these figures and from our unemployment
figures that there were unemployed in November 5,500,000 wage
earnere who were not vet on relief, representing probably an additional
20,000,000 people.

In November 1934 the Federal Government spent $172,000,000
for relief, as compared with $70,710,514 a year ago in the same
month. Up to the present the Federal Government has made
availal>le for emergency relief purposes more than 2}^ billion dollars

—

not including C. C. C. and P. W. A. funds or the amounts spent on
drought relief and food surpluses.

The primary' object of unemployment insurance is to secure the
worker and his family against privation and suffering, and to help
him preserve some standard of health and decency during unem-
ployment, with as little harm to his self-respect as possible. The
program of unen;pioym.ent insurance we are considering now will not
solve our present problems. It will become operative in 2 years
time, when we hope that more normal conditions will have returned.

Senator Bailey. Suppose this normal condition should not return,

what would be the situation?

Mr. Green. Suppose it should not return?

Senator Bailey. Yes.
Mr. Greex. I just hate to reconcile mvself to such a situation as

that.

Senator Bailey. I do, too.

Mr. Greex. I am veiy apprehensive if this condition continues
for that length of time.
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Senator Bailey. I am too. But just imagine that we spend money
and exhaust the credit of the Government and these conditions then
exist, what would be the consequences?

Air. Green. I cannot of course predict what the consequences will

be, but the l)urden will be increased tremendously—the burden of

caring for the unenijiloyed.

Senator Bailey. If our credit should in the meantime be exhausted,
w-e could not meet the obligation.

Mr. Green. Well, Senator, we cannot conceive of a situation of

that kind, because our country is rich in resources, and for social and
economic reasons we have to meet it. That is the answer I could
make to that, but it seems to me that this condition cannot continue
indefinitely. It is so abnormal and so unusual.

Senator Bailey. So you really anticipate a considerable degree of

recovery within 2 years? You predicate your views on that?
Mr. Green. Yes, I am optimistic; I am hopeful. I surely believe

that within 2 years there will be economic improvement.
Senator Bailey. But up to date we have more people on relief than

we have had heretofore, according to your statement. Certainly,

not less.

Mr. Green. More; I think the figures show more. But you must
understand that people have had some savings up to a few years ago,

their savings are being exhausted, and of course it will be more and
more now.

Senator Clark. That does not negative the proposition that there

has been an improvement in conditions. In other words, people wno
have been able to stay off of relief by their own limited resources,

are forced now to go on relief.

Senator Bailey. Is not this the situation, that a certain number of

people who are unemployed, have resources which they have ex-

hausted? That increases the number of people who are not de-

pendent, but they have been relieved by this Government credit,

and as we tend to exhaust the Government credit, we exhaust the

back line of resource, the last resources. Is that not what we have
got to look to?

Mr. Green. Senator, I have to repeat that it seems to me that the

resources of our own Government are almost inexhaustable.

Senator Bailey. The resources may be, but the credit that the

Government has is what I am speaking of; the definite available

resources.

Mr. Green. I am not inclined to take quite as pessimistic a

view of the situation as you seem to take. Senator. I am optimistic.

I am looking for the bright side of it, and I think we are coming out
of it, and when that time comes we will have to meet it if it comes,
as you say.

Senator Bailey. Should we not maintain ourselves so far as we
may, in a position to meet that possibility, because it is a possibility?

Mr. Green. Why, yes; certainly. That is one of the purposes of

this measure, I think, to try and establish buying power, a sustaining

power that will help tide us over this terrible condition.

Senator Bailey. Then I want one more question and I will cease.

Do you think the measures of recovery now on foot are sufficient to

justify a real anticipation that in 2 years conditions will be much
better under the operation of the recovery measures now on foot?
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Mr. CiKKKN. I do not kiunv tliat thov aro nll-sufriciont, hut they

}iit' hoiiiul ti» 1)0 hol|)fiil and tliov will servo, 1 thiiiU. .'in ox<'ollont

])uhlic sorvico in holpintr us out. That is niv opinion.

Soinitor KiNc;. Mr. (Jroon, 1 am iroinj; to ask you, with tho porniis-

sion of my oolloaguos, to i2:ivo somo thouj^ht to a sujj^ijostion I am
ahout to make, and then lator, if you caro to, to jjiyo a reply. What
do you think as to tho proposition that whateyer relief shall he <2:iven

now, this four hillion or whatever sum it shall he, it shall he <2:iven

to sonu^ oruanization sueh as the R. F. C. or some su|)plemental

oiiraiiization consistinj:; of men (hat have vision and know somethinj;

jihout industry, ahout what industries mit^ht he worked at a |)ro(it.,

and furnish a vast anu)uut of lahor, such nu)ney to stimulate privat<'

enter])rise and profit opportunities, such as the N. R. A. is presumed
to do with tho $300,0()(),()()() which they have, rather than those

so-called "puhlic works"; in other words, would it not serve a useful

purpose, a hotter purpose, to api)ropriato this $4,00(),()0(),000—

$4,880,000,000, and reduce it some to an orp;anization such as the

R. F. C, with limitations, as well as with authority to make loans for

husiness or development of husiness, for expansion of business, which
wouUl furnish work to the people rather than to expend it in a hap-
hazard way for so-called "strips of trees" across the continent, and
hi>;hways, and so on, when we liavo got more roads now than j^erhaps

we need in many places? I wish you would think that over, if that

%vould not be a better plan than this haphazard- -and I do not use the

word critically—expenditure of money, such as has been made in a
way through the C. C. C, tho P. W. A., and so on. Place it in the

hands of an organization with courage, breadth, and vision, to loan

it to individuals for the development of opportunities and the furnish-

ing of work. I do not ask for any opinion now: just think it over.

I would be very glad to get your opinion.

Mr. Green. I will try and answer that. 1 w^oidd rather see a

public-works program than this payment of direct relief. I think

every thinking person would agree to that, that it is better that a

man should earn his money than to have it given to him, and when
you take into consideration the size of the Natitm and also the number
of unemployed, the number who are totally dependent, you will

realize that after all a $4,000,000,000 works program is not so large.

If that amount of money can bo expended in the development of a

constructive public-work program, and that amount of money dis-

tributed among the workers so they can spend it, it will have an
electrifying effect, in my judgment, upon industry, and it will help

the morale of our people. They will be earning money rather tluin

bo the recipients of relief. That is bad— to continue that policy.

Senator Couzens. So long as we have gotten off the security bill

for a moment, may we have your opinion as to tho intermediate wage
wliich is suggested for that public-works program oti these j)ublic

works?
Mr. Green. My opinion is that the wage paid ought to be the

])revailing rate of wage in every community. 1 do not believe these

men should be required to work for less money than those employed
in that community; for two reasons: First, if tho Government sets a

standard or a rate lower than i)aid in private industry, it will drag
down the standards in private industry. That is an economic fact

that we cannot get around.
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Secondly, why should a worker, because he is dependent, be required I

to accept a lower rate of wage for his service than he would if he were
not dependent and were in fact independent, and could secure employ-
ment? The objection offered that if the rate of pay paid on Govern-
ment work is the same as that paid in private industry, that the
workers will leave private industry and go into Government employ-
ment, can be overcome by putting the workers on a shorter work-day
and a shorter work-week, so that their net daily earnings or their net,

weekly earnings might be less than the earnings in private industry?
Senator Couzens. You mean to put them on a shorter period in

the public works?
Mr. Green. Yes, and that will serve two purposes—it will distrib-

ute public work among more people and overcome the objection
offered.

Senator Couzens. So, that in the aggregate those working for the
Government in public works will get less than they get in private
industry?

Mr. Green. Thc^v" might, but the same wage standards would be
maintained.

Senator Couzens. But in the aggregate they would get less per
week?
Mr. Green. Yes.

Senator Costigan. You strongly disapprove of such an arbitrary
figure as $50 per month?
Mr. Green. Absolutely. I should protest vigorously against that.

Our hopes and expectations in regard to the effects of any system
of unemployment insurance we may adopt should not be too extrav-
agant. We must not look upon it as a cure-all for all of our problems,,
nor as a method of bringing about complete stabilization of industry
and of preventing all future depressions. No system of unemploy-
ment insurance, however comprehensive, could do this. For instance,

no system of unemployment insurance could meet this extraordinary
situation which now prevails.

We can hope and expect only that unemployment insurance will

help to maintain wage levels and will exert some stabilizing effect

upon our industrial system. We may hope also, I believe, that it

will help in bringing about a more equitable distribution of income
than we have had in the past or have at the present time.

Our primary concern now must be to secure the best possible plan
in order to save outselves the necessity of making sweeping and wide-
spread changes later. It is wise now to initiate the type of plan which
we wish to continue. To this end, we must use to the full the experi-

ence of other nations and of our own best-informed leaders and stu-

dents in the field of social insurance.
There are certain portions of the bill which I wish very much to see

amended. First, in title IV, which provides for a Social Insurance
Board to act as the policy-making and administrative agency of the-

entire social-insurance program, I should like to see an amendment,
which would provide for labor representation on the Board. With
such labor representation on the Social Insurance Board, the wage-
earners of the country will feel that their interests wiU be more ade-
quately protected and this, in turn, will tend to insure confidence and
satisfaction.

There has been much discussion in recent months of the relative

values of the grant-in-aid or subsidy plan and the Wagner-Lewis,

I
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plan. Labor favors a national unojni)loyjncnt insurance measure.
That is, we would prefer such a jueasure because of its miiforin charac-
ter and because of the si]n])licity there would be in its enforcement.

Senator King. Don't you think that local conditions ought to havo
some influence u])on the character of relief?

Mr. (lUKEN. AVell, local conditions would, because if you make a
basis of oO percent, that woidd be less in some localities than in others,

due to the standards.
Senator King. 1 have in mind that perhai)s in some sections of our

country, because of cliinatic comlitions, to say nothing of other con-
ditions, livino; is much cheai)er in different parts of the country.
Mr. Green. Wages are lower, too, Senator, and the national per-

centage of payments wo\dd be less.

Senator King. Your plan would not be, then, to compel the same
level of wage in every section of the United States regardless of local

conditions?
Mr. Green. No, sir; that is economically impossibe. Such a

measure woidd establish fair and equalized competitive conditions,
insofar as the costs and the benefits of unemployment insurance are
concerned; it would establish a uniformity of standards which could
be achieved in no other way. Since such a national measure ap])ar-

ently cannot be adopted under our Constitution, the grant-in-aid or
subsidy plan comes closest to fidfilling the desires of labor. In addi-
tion, the grant-in-aid plan will lend itself readih^ to conversion into

a national unemploymexit insurance system if the time comes when it

is possible for us to adopt a national S3"stem.

The bill we are discussing today places primary responsibility upon
the States, and permits each State to determine the type of unem-
ployment insurance it will adopt. But our unemployment problem
is not a State problem. Industries extend beyond the borders of

States; they reach across whole sections of the country, and even
across the entire continent. Labor in the United States is more
mobile than in any other countr}^ in the world. It moves from State
to State, from industry to industry. Capital, likewise, is fluid, and
moves freely and easily from one State and from one section of the
country to another. Industries shift readily. We have had evidence
of this in the recent shift of the cotton textile industry from New
England to the South, and the removal of such industries as fur

nuinufacturing, pocketbook making and some of the clothing trades
from the metropolitan area of New York to the rural districts of New
York, Connecticut, and New Jersey. In a society which is charac-
terized, as is ours, by fluid capital, migratory industries, shifting labor
markets, seasonal, technological, and cyclical forces, unemployment
cannot be looked upon in any sense as a local. State, or even regional

phenomenon, to be insured on anything less than a national basis.

The grant-in-aid plan recognizes the national nature of the unem-
ployment probleju and is in line with the needs of both industry and
the workers. It recognizes that the States should not be required to

serve purposes for which they are not fitted.

The grant-in-aid or subsidy plan of unemployment insurance can
more ade(iuately meet the needs of American industries and American
workei-s, in my opinion, than can the plan proposed by the present
bill.

109"8(>—35—PT 3 3
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There is no reason why we should today go through a long period of
experimentation in the States. We have the experience of other
countries and the advice of our own students and experts to guide us.

We do not want 48 different types of unemployment insurance.
That does not seem to be a good thing. Wide variations in type of
fund, in length of waiting period, in amount of benefits and length of

time during which benefits would be paid, would be highly objection-

able and most unsatisfactory and particularly to labor. These
variations 's\'ill give rise to great inequalities and injustices. The
grant-in-aid or subsidy plan offers the most satisfactory basis for a
permanent, national unemployment insurance program. In addi-
tion, the grant-in-aid plan increasingly assures deposit of the money
in the Federal Reserve banks. There can be no pressure under that
plan for the deposit of the funds in local banks. If the funds are

cared for by the National Government, there will be less danger that
they will be subjected to political misuse.

May I explain just now to the members of the committee that an
advisory committee was appointed by the President and it was
assumed that that advisory committee was quite representative of

labor, employers, and of the public, and along with that committee,
the social security experts served and gave splendid advice. The
question of the grant-in-aid plan or the rebate credit plan, as proposed
by the W^agner bill, were thoroughly discussed by that committee.
It was gone into exhaustively, and the committee by a vote of 9 to 7,

I think it was, finally decided to favor the grant-in-aid plan, and that

was the recommendation of the advisory committee to the Social

Securities Committee, composed of the Cabinet members. So that

the advisory council appointed by the President, by a decisive

majority, after an exhaustive discussion and examination of all of the

facts, decided in favor of the grant-in-aid plan.

Senator Hastings. Mr. Green, I think I understand you, but
won't you put in the record there just what you mean by the grant-in-

aid plan, and if you have any recommendations to make, do that,

please?
Mr. Green. Yes. I have the recommendations here. The

difference in the grant-in-aid plan and the credit plan as proposed in

this measure is simply this—and I presume some of the experts have
analyzed it for you. In the first place, in the grant-in-aid plan, the

Government levies the tax, the pay-roll tax. Let it be 3 percent, or

4 percent, or 5 percent. It collects that money; it comes into the

Treasury of the United States ; it is held by the Treasury of the United
States and by the Federal Government. Then the States are given
to understand that if they pass unemployment insurance legislation

which measures up to certain standards set by the Congress of the

United States, that the Federal Government will subsidize them to

the extent of the tax paid by the different States.

Senator Clark. You describe the system in the act. That does
not leave it, as tliis bill does, to some Federal Administrator.
Mr. Green. I describe the system in the act. It is on the same

basis as the contribution—as I understand it—it is on the same basis

as the contribution made by the Federal Government to States in the

development of roads—we match you, we subsidize you; we pay this

amount to you providing your act measures up to the standards set

by the Congress of the United States.
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Senator Couzens. But it has no relation, however, to where the
money conies from.
Mr. CiREEN. I beg your pardon?
Senator Couzens. I mean, in the grants to the States for road

buikUng, it lias no relation to the source of the income? The aid to

build roads comes from the general fund?
Mr. Gkeen. From the general fund.
Senator Couzens. Ai\d has no relation to the source of the col-

lection?

Mr. Green. No.
Senator Couzens. While this bill provides that 90 percent of the

100 percent collection of the 3 percent, 90 percent goes back to the
State from which it came.
Mr. Green. That is this Wagner proposal.
Senator Couzens. That is what you do not approve of?

Mr. Green. That is in the shape of a credit. It is not collected.

The employers of the State are given credit with 90 percent of the
amount that they would pay to the Federal Government provided they
could show they paid it into a State insurance fund. In one w^ay the
Government gets the money and in another way it does not.

Senator Clark. Then, if I understand the difi'erence, another dif-

ference, Mr. Green, under the plan that you propose, the Government
collects this money and puts it into the fund?
Mr. Green. Yes.
Senator Clark. It is put into the Treasury?
^Ir. Green. Yes.
Senator Clark. Then if the State does not come along and match

it and there is any excess left in the fund, it would be left in the
Treasury to be used for the benefit of the fund?
Mr. Green. Yes, sir.

Senator Black. \Miat I understand is that you propose that so

far as the plan for collection is made on pay rolls, the Government
can go ahead and do that from the pay roll?

Mr. Green. Yes.
Senator Black. For the States, as provided?
Mr. Green. Yes.
Senator Black. But in addition to that, and separate and distinct

from it and not connected wdth it in any way w^hatever, the Federal
Government out of its funds, provide a subsidy to each separate State
exactly as it does in the Federal aid to highways?
Mr. Green. It would be on that same basis. It would be the

amount of tax, how^ever, collected from the pay roll, 3 percent or 4
percent or 5 percent. Congress, of course, w^ould have to appropriate
the amount of money each year, I presume, just the same as they
would appropriate it under the grant-in-aid for road building.

Senator Clark. I did not perhaps make my question clear. You
propose that, as done in this bill, a tax be imposed practically on
pay rolls?

Mr. Green. Yes, sir.

Senator Black. Through the employers?
Mr. Green, Yes, sir.

Senator Black. That wdll constitute a part of the fund, but in

addition to that, as I understand it, do you favor an additional aid

from the Federal Treasury out of the general tax-raised money?
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Mr. Green. The money collected from the pay-roll tax only, unless-
the Congress of the United States

Senator Black (interposing). What difference is that to the plan
offered here?

Mr. Green. It is this difference, that there is a question of the
constitutionality of the act which seems to be involved. Secondly,
if the Federal Government collects this tax and has it in its possession,
it can require the States to meet certain standards set by the
Congress of the United States, whereas under the other plan, the
State fixes its own standards without any control by Congress, and
rebate to the employers of the State the amount of tax they may have
paid into the State insurance fund. There is the difference in the
two.

Senator Black. Yes.
Mr. Green. And labor is very much concerned with the standards,^

as I will develop.
Senator Black. Has your organization considered the proposal to

have a real Federal subsidy out of other moneys to each State as
provided in the Federal highway system?
Mr. Green. Under the old-age pension
Senator Black (interrupting). I am talking now of unemploy-

ment.
Mr. Green. We are not proposing that.

Senator Black. What is the difference, as you understand this tax,

in an employment tax or a tax on the employer, and a manufacturers'
sales tax?
Mr. Green. The difference is this: That Uncle Sam gets the money

in his Treasury.
Senator Black. He would do that on a manufacturers' sales tax,

wouldn't he?
Mr. Green. You mean under this Wagner bill?

Senator Black. I am talking of the kind of tax that is proposed for

unemployment insurance. What is the difference in the people upon
whom that tax rests and the manufacturers' sales tax?
Mr. Green. It makes no difference so far as that it is being imposed

on the people; none whatever, because an employer will pass on the
cost to the consumer. That makes no difference. Here is the differ-

ence. Senator, and I want to make that plain. In the first place, the
Federal Government gets the money. It is paid into the Federal
Treasury. Then the Federal Government, through Congress, can
say to the States, "We will subsidize you providing you pass unem-
ployment insurance laws that measure up to the standards set by
Congress."

Senator Black. Just a moment there, Mr. Green.
Mr. Green. If you don't, you get no money.
Senator Black. That is not subsidizing them; that is paying them

back the money collected from them. A subsidy is a grant-in-aid out
of the Federal Treasury, which is not necessarily raised from the-

particular State to which it goes back.
Mr. Green. The money comes into the Treasury.
Senator Black. Certainly, but what I am getting at is this: What>

is the difference between the employers' tax as provided in that bill,,

and a manufacturers' sales tax, as to the persons who have to bear the;

burden?
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Mr. GuKEX. I do not think tlioro is any did'oreneo, insofar as the

people l)oaring the hunhMi, l)ut tlicrc is a did'oronco in its distrihntion.

Senator Black. 1 undei-sland tliat. Then if" tlie Federal (lovern-

ment tjranted aid to the State out of income taxes, inlieritanoe taxes

in the higher bracivcts, there woidd be a considerable difference

between that part of the payment and the manufacturers' sales tax,

and the employers' tax.

Mr. (Ihkex. Yes; a good deal of dilference in them, but the thing

about it is that if you have the money and you bargain with me and
1 have to meet your standards in order to get the money, you can
bargain with me better than 1 can bargain with you, and that means
that the States must meet the standards set by Congress in order to

get the money.
Senator Black. That has nothing to do with this particular ques-

tion that I am questioning you about now. In other words, I wanted
to see if your organization had studies and taken any position with
reference to the desirability of a real grant to the States, not from its

funds nor from funds necessarily raised in the particular State, but
from general Federal taxes.

Mr. Ghkex. I think. Senator, we would be willing to go a long way
on that if we thought there was the ghost of a chance to get it through.

Senator Black. You have not considered that?

Mr. Greex. No; w^e have considered the pay-roll tax only.

Senator Gore. Mr. Green, will you explain a little more fully the

•constitutional question that you mentioned a moment ago?
Mr. Greex. Seiuitor, I am not assuming to be an authority on the

<Constitution, but I have been told that it has been clearly determined
by the Supreme Court that the Congress of the United States can
collect taxes, can levy taxes, and can subsidize States. There is a

question as to whether the Congress of the United States can use this

taxing power to indirectly compel a State to do something.
Senator Gore. That was involved in one of the child-labor laws.

Mr. Greex. That is the question involved.

Senator Gore. Y^es. Y'our plan is for the Federal Government,
however, to prescribe the standard and require the States to conform
to that standard, depending on the money that it has and the failure

to obtain the money if it does not have it.

Mr. Green. Yes. I have the standard here that we recommend.
Senator Gore. I want to ask you one or two questions before I

leave. Miss Perkins made reference, a day or two ago, to men who
are 45 or 50 years of age and who are, in a way, cast into the economic
junk heap on account of their age. Of course you have given a good
deal of time and thought to that subject. Wliat is the controlling

reason why tliat thing is done? Of course they have accumulated
experience and therfore are better fitted than younger men who have
had less experience. Does that have any reference at all to premiums
on group insurance or industrial insurance?
Mr. Green. You mean the average age of employees in a plant?

Senator Gore. Yes. Why is it that industry has thrown these

men into the discard, when they have accumulated experience and
have the physical fitness to go ahead with their task? Why is that

being done? I understood it was because the premium on industrial

insurance, compensation insurance was higher and because of that,

they dropped them out, so as to escape that higher premium. I want
to find out whether that is true or not.
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Mr. Green. That is a situation that has grown out of our modern
developments. It seems in our mass-production industry, where
production lines are speeded up, that the management require younger
men and they are disinclined to employ men of 40 and 45 years of age.

The facts are that in many mass-production industries men who reach
45 years of age cannot secure employment.

Senator Gore. Is that because they are not supposed to have the
speed? What is the reason?
Mr. Green. I presume that is because they are not classified as

being as speedy as the younger men, and of course the mass production
industries are speeded up and keyed up to the highest point possible.

Senator Gore. Then do you not think the matter of insurance has
any controlling effect on that?

Mr. Green. Yes it has, where group insurance prevails, but you
must understand. Senator, that group insurance does not prevail in

all mass-production industries.

Senator Gore. Could you give a general statement of categories

where it does and where it does not?
Senator Barkley. Right on that point let me ask you this: Is it

true that the industry wants younger men because they are faster

or because they are going to have a longer period of employment, a
more steady period of employment? Naturally they would rather

have a younger man who will last 20 years or 25 years rather than a
man of 45 who may last only 10 years.

Mr. Green. I think it is because of the speed-up system that
prevails in the mass-production industry, the younger men are more
alert, more active, and for that reason they can adjust themselves
to the speed-up system better than the older men. That is my
personal opinion.

Senator Gore. We would like to have some suggestion on that
point.

Mr. Green. Of course. Senator, where the group insurance prevails,

each year as the men grow older, the cost of group insurance increases,

because the average age increases, and so on.

Senator Gore. I was wondering whether you made any investiga-

tion on that, whether or not there would be some way of requiring the
employers and employees to impound a fund out of which the extra

premium charged could be paid with respect to these men who are

advanced in years.

Mr. Green. The men who are displaced or retired, you mean
when they reach 45 years of age?

Senator Gore. So that if their premium is advanced they will not
be retired, but they will be allowed to continue to pay the average of

what the lower average of ages pay, to impound a fund contributed
to by employers and employees out of which the excess charge on
those premiums could be paid.

Mr. Green. I tliink the whole system is a cruel system.
Senator Gore. You mean the group insurance?
Mr. Green. No, not that; I mean the discrimination against a man

who is 40 or 45 years of age.

Senator Gore. It looks to me like it is not only a discrimination
and a tragedy against a man who has reached he age of 40 or 45
years, but it is a tragedy to our social and economic system. It gives

preference to inexperience over experience.
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Mr. Green. Absolutely, because in most instances, I think 90
percent of the men who are 40 ancl 45 3'cars of aG:e, are perhaps more
desirable than younger men. The}' have judgment, where the younger
men do not. It is a cruel system developed out of our mechanized
industrial system and the mass production that has grown out of that.

Senator Gore. It is one of the worst problems in our economic
system.
^ Senator Hastings. Mr. Green, may I inquire whether in any in-

dustries that have a contract with ^'^our organization with respect to

labor, whether under such contract a man may be dismissed because
he reaches the ages that Senator Gore is talking about? In the con-

tract that you make with the employer, is there any effort made by
your organization to take care of these men who have reached that

age?
Mr. Green. Yes, we take care of them where we are organized,

where the workers are organized we protect them against discrimina-

tion, but there is no stipulation, as a rule, in the agreement. We
just protect them through our economic streno;th.

Senator Hastings. If they undertook to dismiss a man that was
50 years of age and employed a man that was 30 years of age, is that

considered discrimination under your agreement?
Mr. Green. Yes, that would be discrimination, unless they could

show good reason why the man at 50 ought to be dismissed. Of course

we are reasonable enough to know if he is not qualified to do the work,
they have the right to dismiss him, but we always ask that he be
shifted somewhere else where he can serve. We do not feel he ought
to be pushed out altogether. Now, in many industries, our agree-

ments provide for a seniority rule. On the railroads, for instance,

the seniority rule prevails. If there is any reduction in the force, the

man with the shorter service is dropped out and the older man is

retained. Perhaps you have observed on the railroads that the

trains are operated by older men, and they do it very well, they render
excellent service.

I should like to include in the record—I will not take the time,

Mr. Chairman, to read it, but I should like to include in the record

the report or the recommendation of a majority of this advisory

committee.
The Chairman. Have you the names of that advisory committee?
Mr. Green. Yes, sir.

The Chairman. I wish you would put that in the record.

(The above report or recommendation mentioned is as follows:)

The Graxt-in-Aid Type of Federal-State Cooperative Plan for Unem-
ployment Compensation

Xot an analysis or comparison, but a summary of some of the larger aspects
of the grant-in-aid plan supported by the majority as interpreted by one of them.)
The majority of the Advisory Council on Economic Security, by a vote of 9 to 7,

favor the grant-in-aid type of Federal-State cooperative plan for unemployment
compensation. A number of the majority arc for an outright national i)lan. All

would strongly favor the Wagner-Lewis type as against any less meritorious plan.

All would present a united front again.st those who would oppose or delay legis-

lation this winter. Yet the majority are clearly for the grant-in-aid plan.

The fundamental position upheld by the majority is that the grant-in-aid plan
is more adaptable to our economic life and to the needs of both industry and the
workers. American economic society is national in nature. It is not organized
according to geographical or political subdivisions. Industries reach across
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States, sections, and even the continent. In this economic society labor is

mobile. Workers move from industry to industry, from State to State, from an
industry in one State to a different industry in another State. In a society of

fluid capital, migratory industries, shifting labor markets, seasonal, technologi-
cal, and c\'clical forces, unemployment is a social hazard of our dynamic indus-
trial life.

Unemployment is, thus, a problem of industry and the Nation. Its economic
and other causes and its social and other incidence involve our whole industrial
order. Any Federal-State cooperative plan for unemployment compensation
should, therefore, recognize as far as practicable and wise, our national economic
structure. Cooperative Federal-State legislation and administration should
recognize the spheres and values of the Federal and State governments, but the
States should not be required to attempt to meet situations and serve purposes
not in accordance with their situation and nature.
The purpose of the Federal-State cooperation is to stimulate a more intelligent

stabilization of industry and to provide more security for the Avorkers. The
Wagner-Lewis plan and the grant-in-aid plan are both Federal-State plans
directed toward these two ends, with more emphasis on the State approach in

the former and with more emphasis on the national nature of unemployment in

the latter. The majority hold that the grant-in-aid plan can more adequately
meet the needs of American industries and workers with their unemployment
problems created by (1) national and interstate industries, (2) mobile labor,

interstate transfers, and employment records, (3) the need for Federal rein-

surance, (4) for national minimum standards. Under the grant-in-aid plan the
Federal-State administration can more effectively guard the integrity of the fund,

the stabilization of industry, and the best interests of the workers as parts of our
national dynamic society.

The collection of the tax by the Federal Government required by the grant-

in-aid plan affords a clearer basis for the deposit of the money in the Federal
Reserve banks. There can, under this plan, be no basis for pressure on Congress
to allow the money to be deposited in local (and in some State political) banks.
The value of the nationally wise use of the funds by the Federal Reserve as an
aid to stabilization cannot then be jeopardized by either financial short circuits

or political misuse.
Furthermore the grant-in-aid would be separate from the tax law. Congress

has power to levy this geographically uniform excise tax on jiay rolls. Congress
also has power to appropriate money as grants-in-aid to States for a public pur-

pose on terms laid down by Congress. Unemployment compensation and the

promotion of industrial stabilization and social security constitute a clear public

purpose. In the Wagner-Lewis plan the tax and the appropriation are joined

in the same act. Under the strain of carrying sufficient national minimum
standards and other regulations required by the interstate and national nature
of industry and unemployment such a joint act more seriously raises the question

of constitutionality.
The grant-in-aid plan appears not only the stronger constitutionally, but it

is also a variation and development of Federal grants-in-aid which are a his-

torically established part of our Federal-State structure. This plan al^o more
nearly fits in with some other proposed plans to promote insurance against desti-

tution and could more readily help to unify the collection of the funds involved

in a more comprehensive program of social security.

For the purpose of securing early legislation by the States for this program,
Congress could fix a time limit as a condition for a valid acceptance by the

States. Moreover, with the interests of industry and 16,000,000 workers involved

it is inconceivable that Congress would ever fail to continue the appropriations.

The grant-in-aid plan, it seems to us, can provide for Federal-State cooperation;

is yet more adaptable. The needs of industry and the workers in our national

economic society can secure and maintain Nation-wide minimum standards

without as validly raising the question of constitutionality, and provides for

experimentation in the interests of stabilization. It leaves open to the States

experimentation along the lines of pooled insurance, plant accounts, or a com-
bination of the two. The plan can also provide a clearer basis for experimenta-

tion along interstate and even national lines. On the basis of all these experi-

ments, we may develop toward the best plan whether mainly State, mainly
Federal, or wholly national.

Finally, we believe that the grant-in-aid plan can better provide for essential

minimum standards in the interests of the fund, the employers, and the employees.

Minimum standards for all the States in such a Federal cooperative plan would



ECONOMIC SECURITY ACT 163

furnish tho bottom Ih'Iow which there must he no cliiseling or exploitation and
al)ove wliich there can he wide experimentation hy the States and industries for
the purpose of stahilization, increased empK)yment, and more security for the
workers of America.

The Chairman. I wish you \v«)ul(l <j:ivo tho uanios of both the
majority and the minority of that council. The conmiittee might
like to hear the names of the gentkMuen tliere.

Mr. Green. I will be glad to read them. The committee was:

Gerard Swope, president, General Electric Co., New York City.
Morris E. Leeds, president, Leeds & Northrup, Philadelphia.
Sam Lewisohn, vice president, Miami Co])per Co., New York City.
Walter C. Teagle, president. Standard Oil Co. of New Jersey.
Marion H. Folsom, assistant treasurer, Eastman Kodak Co., Rochester, N. Y.
William Green, ]>resident, American Federation of Lahor, Washington, D. C.
CJeorsic >L Harrison, president. Brotherhood of Railway and Steamship Clerks.
Paul Scharrenberg, secretary-treasurer, California State Federation of Labor.
Henry Ohl, Jr., president, Wisconsiii State Federation of Labor.
Belle Sherwin, former president. National League of Women Voters.
Grace Abbott, University of Chicago and former chief, United States Children's

Bureau.
Raymond Moley, editor of Today and former Assistant Secretary of State.
Paul Kellogg, editor, The Survey, New York City.
George H. Nordlin, chairman, Grand Trustees, Fraternal Order of Eagles, St.

Paul.
George Berry, president, International Printing Pressmen and Assistants'

Union.
Josephine Roche, president, Rocky Mountain Fuel Co., Denver, Colo.
John G. Winant, Governor, New Hampshire.
Mary Dewson, National Consumers League.
Louis J. Taber, master, National Grange, Cleveland, Ohio.

We ought to have higher and more uniform standards than we
can secure under the proposed measure. Those uniform standards
can be established only tlirough the efforts of the Federal Govern-
ment. The proposed bill fails, in fact, to establish any standards
whatever for State laws. It does not proliibit compulsory employee
contributions: it does not fix the length of the waiting period; it does
not establish the amount of benefits to be paid nor the time during
which the payments of benefits shall continue. The subsidy plan
would establish minimum standards, particularly in the basic features

of the bill, and those minimum standards would be common to all

the wage earners of the country-, and that, I think, is desirable. This
plan need not prevent States from experimentation. Bevond the
minimum standards, the States will be free to experiment in any
way they may choose.

There is ever\' indication that there will be less question of the
constitutionality of a law providing for the grant-in-aid or subsidy
plan than there will be of the present bill, if it becomes law. Congress
has power to le^'A^ a uniform tax on pay rolls. Congress also clearly

has pow er to appropriate money as grants-in-aid to the States for such
a public purpose as that of unemployment insurance, on the terms
wliich Congress may establish. Federal grants-in-aid are an estab-

lished part of our Federal-State relationships. We have been doing
that. There is nothing new in this plan, and it avoids experimenta-
tion which may be both dangerous and unconstitutional.

I urge, then, that the grant-in-aid or subsidy plan be substituted
for the present measure, and that the substitute bill pro\ade for the

Federal control of the unemplo\Tnent insurance funds. In addition,

I strongly recommend and urge that standards be written into the
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bill to be met by any State which secures a grant-in-aid from the-

Federal fund. The specific minimum standards which should be
included in the Federal unemployment insurance laws are:

1. Employee contributions should not be required or permitted in

any State. There are man}' reasons why organized labor opposes
compulsory employee contribution to unemployment funds. The
primary reason is that wages are so low for the vast majority of wage
earners that they simply will not permit even very small contributions
to such funds. Employee contributions would literally have to come
out of the bread and butter of the wage earners. How can workers
be asked to reduce their expenditures for living still further, in order
to finance insurance against a hazard for which they are in no way
responsible, and toward the elimination of which they can do nothing?
The cost of unemployment is a legitimate charge in the cost of pro-
duction. Unemployment is just as much an accomplishment of our
present system of production as is any other overhead cost which em-
ployers meet.
A second reason why we oppose compulsory employee contiibution

is that contributions for unemployment insurance paid by employers
are ultimately passed on to the consumers, v/hile the contributions of

the workers must come out of their net earnings, and cannot be shifted

in any wa3^
We talk about the collection of a tax of 3, 4, or 5 percent of the pay

roll. The facts are that that tax collected will be added to the cost of

production and instead of the employer paying it out of his net earn-
ings, he passes it on to the consumer. There is that difference be-
tween the contribution made by the employer and the contribution
made by the employee. The employee must pay it out of his net
earnings, he cannot pass it on.

Senator Black. Mr. Green, may I ask you a question, please, sir?

Mr. Green. Yes, sir.

Senator Black. If I am not mistaken, it shows in the Federation,
of Labor Magazine, in the statistics that it covers, and in other places,

that most of the consumers themselves are employees.
Mr. Green. Yes.
Senator Black. Over 90 percent of them are employees with smalL

incomes and funds.

Mr. Green. Yes.
Senator Black. If those employees with those small incomes and

funds are compelled to pay an added price by reason of the pay-roll

tax, what is the difference between that system and the system of

putting the tax directly on the employees?
Mr. Green. It is probably a distinction without a difference.

Senator, because the whole cost is passed on to the consuming public.

The employer, as I see it, is merely the collecting agency, collecting:

the tax for the Federal Government in any plan that you put on.
That is true in the workmen's compensation insurance law, as you
know. The cost of workmen's compensation insurance is included as
a fixed cost of production and is passed on to the consuming public.

Senator Black. I agree with the soundness of the argument wliich
you are making, but I want to see if I cannot follow it on and I want
to see if it is not true that the only possible escape from that is a.

different method than the method that is suggested in the bill.
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^^r. Greex. You are siip^gesting: this in favor of the argument which
you make on your phin of collecting the money from the higher
Dracket?
Senator Black. Your objection is to putting it on the employee

because he would have it taken out of his wages?
Mr. Green. I do not \vant to get into anv argument with you on

that.

Senator Black. I want to follow it up, because I want to get it in

the record. I think probably I may want to offer an amendment
and I want to see if I cannot get it clear. Your objection is that it

will take it out of his wages?
Mr. Green. Yes.
Senator Black. Now, if he has to pay a higher price by reason of

the pay-roll tax, he helps to pay the tax that is put on the employer to

that extent. That being true, if we imposed the cost of this sj^stem
upon a pay-roll tax it \\'ill be borne by the smaller consumers in the
main, will it not?

Mr. Green. Yes, sir; that is inevitable.

Senator Black. Is it not true that the only possible way to avoid
that is by some method of getting a part of this contribution from
those who have higher incomes and who do not buy any more of the
consumable products than the employees themselves? Is there any
other way we can escape that? Is there any plan that you can think
about that will bring in a part of tliis fund from those who have
separate incomes? By "separate incomes" I mean more than an
income sufficient to buy the necessities of consumable goods. Isn't

the only way that we can get it through an income tax and an inheri-

tance tax? Is there any way of doing that except by Federal custody?
Mr. Green. We proceed upon the principle that the vast consuming

public, that is the farmers, the laboring, and the masses of the people
should be relieved of this burden.

Senator Black. At least in part.

Mr. Green. At least in part. Your plan would be the only
alternative, of course.

Senator Black. In other words, under this plan, as it is now writ-

ten, it is manifestly clear, is it not, that the main burden will have to

be borne by that great group of consumers who are in the lower
income-tax brackets?

Mr. Green. You cannot help it because they are the mass of the
consuming public. I agree with you on that.

Senator Black. If we were to adopt a Federal-aid system which
would collect a part of that fund from the higher incomes and pay it

into the States as a subsidy, we would distribute it partially on the
consumers even then and partially on the higher incomes.

Mr. Green. That is the way it would work out; yes, sir. 1 have
incorporated your suggestion in the old-{^ge pension plan. A part
of the money out of which old-age pensions should be paid should be
collected from the higher brackets of the income tax and from inherit-

ance taxes, and so forth. We have been proceeding all the way
through upon the principle that unemployment insurance must be
borne by the consuming public through a pay-roll tax, the employer
being the collecting agency through which the money should be
collected. In fact that is the basis of it in eveiy other country.
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Senator Black. But if it comes wholly or if it comes 90 percent
from the group of smaller incomes it is clear that it would not increase
the aggregate purchasing power.
Mr. Green. 1 would relieve labor and the farmers of a burden to

that extent.

Senator Black. You mean under the other system?
Mr. Green. Yes; that is what 1 mean.
Senator Black. Are you familiar with the fact that England hasj

recently, within the last few months, in order to accomplish that
very purpose, raised the amount of national contributions?
Mr. Green. Yes.
Senator Black. On their various security programs.
Mr. Green. Yes; I am aware of that.

Senator Connally. Mr. Green, let me ask you this question:
If the employee does not contribute anything at all from his wages,
are not you putting a heavier burden on that vast class of people who
are also consumers and taxpayers that will not get any benefit, for
instance, the employees in establishments employing less than four
persons? Employees working in establishments employing less than
four persons will not get anything under this bill, yet they will either
pay more in direct taxes or they will pay more for the cost of their

goods in order to give men who are employed in other establishments
the retirement benefits which they themselves would never get.

Mr. Green. They drew the line there on four in order to exempt the
farmers and the farm population.

Senator Connally. Why exempt them?
Mr. Green. They did not feel it was fair and just to extend unem-

ployment insurance over that industry and over that class of people.
Senator Connally. But we are going to extend the cost of it over

them.
Mr. Green. Yes.
Senator Connally. They will have to pay more for everytliing

they buy, for everything they consume, and they will get no benefit
from it, whereas the employee that will get a benefit from it will not
contribute a cent.

Mr. Green. Of course labor might say at the present time that it

is not getting much benefit out of the processing tax which it pays
in order to help the farmer. It is a question of mutuality, of helping
this way and that way. We are paying that tax, as you know, and
are glad to do it, because we want the farmer to raise his economic
standards.

Senator Connally. If we did not have the processing tax probably
a lot of factory employees would not have a job either.

Senator Clark. Mr. Green, what is the length of time that aa
employee must be employed in order to be considered as an employee?
Mr. Green. How is that?
Senator Clark. I say, what length of time must a man work for

an employer in order to be considered as a regular employee?
Mr. Green. We are attempting to meet that situation by establish-

ing the pooled State funds, as I am going to recommend here in a
moment, so if a man passes from one State to another he does not lose

iis claim for unemployment insurance.
Senator Clark. How about a farmer who employs transient labor?
Mr. Green. The farmer is exempt under this.
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Senator Clakk. Tic is not oxoinpt if he employs more than four.

Mr. GuEEN. It is felt that he will not employ more than four.

Senator Clahk. A great many farmers employ more than four

peoj)le at certain periods of the year.

Mr. Green. l'erhai)S they do.

Senator Clark. Durin^: harvest activities, and so forth.

^Ir. Greex. Of course you have to take it on an average. If you
take it for a month or two, or a few weeks, that would be considered

as temporary employment. We are dealing with permanent employ-
ment.

Senator Ci.auk. What I am trying to get at is what is the definition

between pcrnninent and tem})orary emi^loyment in the bill?

Mr. GuEEN. 1 am not in a position to explain to you what definition

has been made in the bill or what definition will be made by the board
that will administer it. That will all be taken into consideration, as

I see it. I know the intention is to deal fairly and justly with all in

this matter.
The workers, who are themselves the principal consumers, will

ultimately, therefore, pay a portion, at least, of the contribution of

the employer. Workers have borne the entire cost of unemployment
in the past. They will continue to bear at least 50 percent of the

cost, when they receive only 50 percent of their wages while they are

unemployed. In addition, they will pay indirectly for unemploy-
ment insurance through decreases in w^ages which many employers
will institute; or through the failure to receive increases in wages
which they might otherwise receive. Since old age is not caused by
the employer or the system of production which this country has

established, it is only just that the employee should bear a portion of

the expense of that insurance. I draw the line there. This is an
additional reason why he cannot be charged also for a portion of the

cost of unemployment insurance. His wages simply are not equal to

the payment of contribution to the two funds. It is my urgent

recpiest that any imemployment insurance measure enacted into law
contain a stipulation that State laws must provide that the entire

contribution shall come from the employer.
Second. The Federal tax on pay rolls which is provided in the

present measure is entirely inadequate and should be increased in

order that the waiting period may be shortened, and the benefit

increased, both in amount and in the time during which benefits are

paid.

In November 1934 the Federal Reserve Board's index of industrial

production, including manufactm'es and mines, based on the years

1923-25 (the base used in the bill) was only 74 percent, without the

inclusion of building, which for that month stood at only 31 percent.

The bill, therefore, does not provide even for the inadequate 3-percent

[tax imless production increases very materially. I can see no justi-

fication for predicating the tax to be assessed under an unemploy-
ment hisurance bill upon past production in any year or series of

years. We may not return to the production of 1923-25 for a long

time. I favor a tax of 5 percent to begin at once, without reference

to producti(m averages. We realize that there must be some delay
in putting into operation an unemployment insurance measure, but I

see no reason why we should deliberately delay the collection of taxes

for this purpose until we return to some more or less arbitrarily
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selected level of production. Such a delay in the collection of taxes

for this purpose will be exceedingly difficult to explain or to justify to

the masses of the American people. With curtailed production under
many of the codes, with a greatly decreased foreign trade in which
there is little present prospect of improvement, and with production
for the entire year of 1934 only slightly above that of 1933 and still

far below that of so-called "normal times", we cannot reasonably hope
for the 3 percent tax to be reached for some time to come.

Senator Hastings. Mr. Green, right at that point, have you any
estimate as to what 3 percent or 5 percent would be, annually?
Mr. Green. Yes; we have made some estimate on it, but it is all

a bit uncertain, Senator, because it is based upon shifting the index
of production and it is very, very difficult to determine accurately
what would be returned from either the 3-percent or the 5-percent
tax. Of course you can approximate it.

Senator Hastings. What is your estimate of the national pay roll

that would be affected by this bill?

Mr. Green. I have the figures here. This is as nearly as we can
get to it.

Senator Hastings. Yes.
Mr. Green. The average number of gainful workers in 1933 was

about 49,500,000. Of these an average of about 12,800,000 were
unemployed, leaving a total of about 36,700,000 employed. Of the
employed about 14,200,000 are estimated to be owners, operators,

public servants, or self-employed and would be excluded from cover-
age by reason of occupation. If those 65 years of age and over are to

be protected by old-age pensions, an additional 1,100,000 employees
might be excluded by reason of age. If firms of five or less employees
are, approximately seven, 100,000 might be eliminated thereby.
Adjusting for these exclusions results in an estimated average of

about 14,300,000 employees who might have been contributing to

unemployment insurance during 1933 if the plan had been established

at the beginning of the year. If the unemployed who had previously
been employed in insurable employment were again reemployed
therein, about 23,000,000 employees would then be covered.
The income that might have been expected from a tax or contribu-

tion of 2 percent of pay rolls (excluding individual earnings in excess

of $50 per week) would have approximated $315,000,000 in 1933.

A tax of 3 percent would have yielded about $475,000,000, whereas a
5-percent tax would have resulted in a total income of almost
$790,000,000. Assuming continuance of the improvement in econo-
mic conditions, somewhat higher revenues could be expected in 1934,

1935, and 1936. And by the way, I might make this observation,
that the Wagner-Lewis bill introduced at the last session of Congress
provided for a 5-percent pay-roll tax.

In order to estimate the amounts of benefits that could be paid to

unemployed individuals as a result of such a plan, it is necessary to

revert to an estimate of what could have been paid had the plan been
in operation for a number of years past. On the basis of such a
study for the period 1922-33, it appears that 6 weeks of benefit (at

a rate of 50 percent of average full-time earnings after an accumidated
waiting period of 4 weeks) could probably be paid if a contribution of

2 percent were made, 10 weeks of benefit if a 3-percent contribution

i
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were paid, and 22 weeks of benefit if a 5-percent tax was imposed.
Those fiijures are estimates, based iii)on the best figures available.

Senator King. Is there any relial^le data showing the number of
employees in mass production, in factories, in mines and mills where
the proprietors of those industries would be required to pay a tax?
AVhat 1 am trying to get at, it seems to me that you have over-
estimated the number of employees who wx)uld come within the
purview of the bill by assuming a larger number of employees in
gainful occupations in those industries where the employers would
be subject to the tax.

Mr. Green. ^Vell, of course, I am not able to answer that, Senator.
It would be a matter of determination. We would have to find that
out from the figures as best we could. I presented those figures as the
best obtainable at the present time.

Senator King. There is just one other question. The amount
wliicli would be deducted from these corporations and the employers
would, of course, pro tanto, or to some extent, diminish the taxes
wliich they would pay to the Government. For instance, corpora-
tions today add, to my recollection, 14)^ percent on their net income.
Now if you should charge them 5 percent more or any percent more,
that would necessarily reduce the tax wliich it had paid to the Federal
Government.
Mr. Green. It would be 5 percent on their pay roll. It would

not be quite the same as 5 percent on net earnings or 5 percent of the
production. Three percent on the pay roll would be perhaps small
as compared with the other tax.

Senator King. Wliatever the tax was, that of course would be sub-
tracted from their net income, or added to the expenditures, rather.

Senator Clark. They w^ould include that as part of the operating
expenses.
Mr. Green. My judgment is, as the Senator said, they would in-

clude that as a part of the operating expenses, just the same as they
do the workmen's compensation insurance now.

Senator King. But the effect, indirectly, would be to diminish their

net return.

Mr. Green. I am not sure about that. I do not think so. I think
their net returns would be pretty good, Senator.

Senator King. I am not saying their net returns would not be
good. They might be too great.

Mr. Green. I think they probably w^ould be as great, because they
would increase the cost of the manufactured products sufficient to

cover the increase, to absorb this pay-roll tax.

Senator Hastings. Mr. Green, there is just one more question
before you leave that subject. Under that plan, assuming this 5-

percent levy had been made upon the pay roll and it brought in

$790,000,000, is that distributed only to persons who have worked a
certain length of time?
Mr. Green. That would be paid to those who would be eligible

under the unemployment insurance bill.

Senator Hastings. In order to make them eligible they would have
to work a certain length of time?
Mr. Green. They would have to work a certain length of time and

make certain payments. It is an insurance measure, don't a'ou see.

Senator Hastings. It would not take care of anybody who had not
been able to get employment?
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Mr. Green. No, no; it would not take care of the unemployables^
of that group. We cannot delude ourselves into the belief that,

unemployment insurance is going to take care of our whole relief prob-
lem. We learn that from the experience of England, Germany, am
other countries. That has all got to be supplemented by a very elab
orate and comprehensive relief plan. It is intended to take care of the
worker for a number of weeks of unemployment, to tide him over those
number of weeks, when it is assumed that he will find new employ-
ment. If at the end of that time he is still out of work, then relief

must come in.

Senator Black. It is exactly the difference, isn't it, between a
health policy, which we understand usually covers a man about 6
months, but it never covers him if he is an invalid for life, and some
other system? In other words, to get it clear, this unemployment
insurance is not intended to stop unemployment at all, it is to take care
of the casuals for that length of time?
Mr. Green. Yes; seasonal unemployment. If a man happens to

get out of work, this is to tide him over while he is seeking employment,
attempting to find employment.

Senator Black. Wliile he is shifting from one job to another?
Mr. Green. Yes; we must not confuse this unemployment insur-

ance with relief. We might have to collect the relief money. Senator,
through the imposition of a tax such as you suggest.

Under no circumstances should conditions such as those contained
in subsections (a), (b), (c), and (d) of title VI be given a place in

any measure adopted. Such conditions are vague and unsound and
would prevent effective operation of any plan which might become law,

I signed the report of the minority of the Ad\dsory Council on
Economic Security, on the question of the amount of the pay-roll tax
which should be levied for the purpose of financing the unemployment
insurance program.
By the way, I might explain, Senator, we had another test vote on

the 3-percent tax and a majority of the committee favored the 3-per-

cent tax and a minority favored the 4-percent or 5-percent pay-roll

tax.

Senator Hastings. Does your testimony show the names of the
persons?

]Mr. Green. I put the names in the record.

Senator Hastings. I mean the names of the minority and the
majority?

Air. Green. I can give you that, but I do not think I have divided
that in here.

The Chairman. Mr. Green, what was the vote on this last question?

Mr. Green. On the question of the 3-percent tax?

The Chairman. Yes.
Air. Green. I have got it in the minutes but I do not tliink it is

here at the moment.
The Chairman. Will you supply the record with that?

Mr. Green. Yes. We had several test votes. First, on the

employer-emploj^ee contributions. The majority of the committee
voted against employee contributions. A majority of the committee
voted in favor of the 3-percent tax, and a minority of the committee
voted lor the higher taxes.
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The C'liAiKMAN. 1 think it would ho \ci\ woll to j)ut in tlie record^

in connootion with your testimony hero, those viiiious votes that were
(mken bv the advisory council, and how they voted.
i Mr. 6reen. I will submit it if you wish it. If it will be helpful

i"rt the committee 1 would be jxlad to submit it. We spent days,,

days, and days on this.

The Chairman. 1 wish you woukl sui)ply it so we can have it..

Indicate what it is at the head of it so the issue will be stated clearly..

Mr. (iuEEX. 1 will be <xlad to do that.

(Mr. Green subsequently submitted the following statement).

The vote upon the adoption of the subsidy, or what is known as the "grant-in-
aid uneniploymoiit measure", was 9 to 7 in favor. However, tliis vote was taken
by a siu>\v of hands and not by a roll call. For this reason it is inii)ossii>le to ^ive
the names of those who voted in the majority and those who voted in the minority..

I regret it is impossible for me to give you any more definite information than
this upon the vote taken as herein referred to.

Those who signed a minority report for higher i:)ay-roll tax were: Paul Kellogg,
Frank P. Graham, William Green, Helen Hall, Henry Old, Jr., George Harrison.
Paul Schoeniierg.

The standards which are possible under the 3-percent pay-roll tax
are so totally inadequate that we should refuse to endorse them. The-
3-percent tax is recommended on the understanding that it would
establish a 4-week waiting period before payment of benefits began;
second, that benefit for not more than 15 weeks at 50 percent of the
normal wage (but in no case more than $15) could be paid; third,

that after those 15 weeks, except for long-time employees, nothing
more could be paid.

To increase the benefits, I recommend that the tax on ])ay-rolls be
increased to 5 percent. Unless we extend the time for which benefits
run considerably beyond 15 weeks, w^e cannot hope to make benefits
cover the time which experience has shown men and women seek
work before they find it. The technical staft' of the committee on
economic security made calctdations on the duration of unemploy-
ment from tables prepared by the committee's actuaries. The results

showed that even in times of properity 54 percent of the unemployed
wage earners would fall outside the period provided during which
benefits could be paid under a 3-percent tax ; 26 percent of these would
find work within the long waiting period of 4 weeks, and 28 percent
would be out of work more than 15 weeks. In times of depression or
extended unemployment, as high as 80 percent of the unemployed
wage earners would fall outside the benefit period, while in average
times 60 percent would be outside.

Actual studies of the duration of imemployment bear out these
statistical estimates. A study made by the Bureau of Labor ^Statistics

covering unemployment in Philadelphia in April 1931, showed that the
average person who was unemployed in that month had been out of
work for 37 weeks. An unemployment survey in Bufl'alo, in Novem-
ber 1933, showed that in 1929, 19.3 percent of the unemployed studied
had been out of work 20 weeks or more; in 1933, this percentage of
men out of work 20 weeks or mo'-e had increased to 76.3 while 68.2
percent of the group had been out of work for over a year. In 1928,
a field survey was made for the Senate Conunittee on Labor, under the
direction of Dr. Isador Lubin. Kxen during a time as prosperous as
1928, 42 percent of those who had secured jobs and 55 percent of
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those who had not, at the time they were interviewed, had been un-

employed for more than 4 months.
I, therefore, recommend that the bill provide for a period of bene-

fits longer than the 15 weeks made possible by the 3-percent tax. 1

see no reason why, in the richest country in the world, a worker who
qualifies under our system and whose savings are undoubtedly ex-

hausted, should find himself forced to depend upon public relief at the

end of 14 or 15 weeks of unemployment compensation. This period

of benefit payments is pitiably inadequate. If the bill is amended to

provide for a 5-percent tax on pay rolls instead of the 3-percent tax

now written into the bill, the benefit period could be extended to not
less than 26 weeks in any one year. We should then be oflering

economic security to the wage earneis of this country which would
have real significance.

Senator Walsh. Does this bill provide benefits for the employees
who may work only 1 or 2 days a week and for the rest of the week
they would be unemployed? Under this bill they would be considered

as bemg unemployed; would they?
Mr. Green. No.
Senator Walsh. Why are they not entitled to benefits?

Mr. Green. That will have to be worked out in the State unem-
ployment insurance measure, so that part-time workers can be paid

part-time benefits.

Senator Walsh. It is possible to keep a person employed at maybe
1 day a week and give him the benefit only when he is discharged?
Mr. Green. No. In a scientific unemployment insurance meas-

ure, a worker working a day a week is entitled to unemployment
benefits. That plan will be worked out in detail in your State laws.

I am merely setting up what are called "general standards" here.

That is a detail that will be covered in wState laws.

Senator Walsh. I suppose it would be included in the definition

of unemployment?
Mr. Green. Yes.
These figures are taken from estimates made by the Committee on

Economic Security, based on the experience of 1922-30. Even based
on the experience of 1922-33, when a major depression is included, a

5-percent tax would permit 19 weeks benefit with a 2-week waiting

period, at half the normal wages, up to $15 per week.

I object particularly also to the unreasonably long waiting period
i

of 4 weeks which is made necessary by the 3-percent tax. Thej
British system provides for a waiting period of 6 days. That is a;

period sufficient for registration and any investigation which may be
\

considered necessary before payment of benefits begin. Wage earners
I

have at best very slender reserves of savings. A period of 4 weeks of
j

waiting must mean only that those savings are exhausted before!

unemployment insm'ance begins. 1 see no reason why this should be.
j

I recommend that such employment insurance measure as may be
enacted into law by the Congress of the United States shall prescribe

j

a waiting period not to exceed 1 week.
May 1 quote the conclusions reached by those members of the

Advisory Council on Economic Security who signed the minority

report on the amount of pay-roll tax provided by the bill, as it regards

another test of the adequacy of the present bill? [Quoting:]
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From aiiotlier aiigk", tho ;iili'(|na(\ of tlic inujOrity proposal was cliallengcd, by
\irt'eriiig tables prepari'd hy the terluiiral statV of (lie Coiniiiittee on Economic
^Security. Tliese comparod the |)rotecti()n pro|)osecl under a ^-percent plan for
the United States and tiiat afforded tliroiigliout recent years hy the standard
benefits of the British system of unemployment insurance which has a combined
4'j-percent basis. Karning $2 a day or its ecpiivalent, either American or Hritish
worker would lose .S20S in wages if out of work for 4 months. It was jjointed out,
if eligii)le, under the proposed Federal act the .Vmerican worker would be assured
a total of $S0 in unemployment compensation. The Hritish worker, if single,
would fare about as well; i)ut if nuirried. with ;i children, the family man woukl
get $130 in the same period; atid if allowance were nuide for relative jjurchasing
power, he would get $ir)() against the American $<S0. In the higher wage brackets,
the American would come off favoral)ly with the British as long as his compensa-
tion lasts, but in any case that is only i)art of the picture. The general run of
American benefits would be cut short at 14 or lo weeks, while the British standard
benefits begin after 1 week's waiting period (against the 4 proposed for the Ihiited
States of America).and run up to 26 weeks (against 15).
An employee with a long work record in America might (|ualify for half a year;

in Kngland, for a full year.

The British system of iineiiiployineiit insurance has now been in

etrect for 24 years. I believe that their experience should be used by
us in every way possible. If England has been able to maintain all

through the post-war depression a coverage such as it has maintained,
and which it is even now liberalizing, surely the United States cannot
bo content with the meager coverage proposed by the present bill.

Since no benehts are to be paid imder the unemployment-insurance
system until 1938, by which time recovery is taken for gr^irjted, it

would seem that we cannot offer to our wage earners less, in those
times of recovery, than England has been able to maintain during
depression.

rhird. I recommend that neither company reserves nor industry
leserves shall be permitted, but that the bill shall provide for State-
pooled funds only. In regard to the danger of individual company
•or industry reserves I cannot be too emphatic. Such reserves will be
•of benefit only to those employers whose risks are low, and will be
taken advantage of only by those employers. Plant, company, or
industry unemployment reserves are not unemployment insurance.
1 am of the oj)inion that the States should be given a certain freedom
in the choice of the plan which they adopt, but I am of the conviction
that there must be limits of choice fixed by the Federal Government,
and that those limits of choice fixed by the Federal Government must
not include plant or industry reserves. We have seen company re-

serves tried as a method of tuiemj)loyment insurance. There is no
I'eason why experimentation should go so far as to try again something
which has not, and of its verj" nature cannot prove satisfactory. This
plan lacks the first and most important principle of insurance, namely,
the distribution of risk and burden. The withdrawal of the "better"
employers and industries from the State-j)Oole(l funds would seriously

weaken the State funds and endanger the emj)Ioyees who are woiking
foi- the companies left in the j)ool. There is a serious menace to

organized labor in the individual (•omi)any reserve. Employers who
ai'o strongly opposed to the free and indejjendent organization of trade

unions will be able to use their company or industry reserve as a

weapon in their light against unionization of their employees. They
might offer slightly higher benefits, or pay benefits for a little longer

jHM-iod, u|)on the understanding that their employees remained un-
organized: they could use their uneniplovnient res(»rves nround wliicli
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to build a company union, and thus prevent the growth of bona fide'

trade unions. Speaking for the American Federation of Labor andi
the millions of workers who are members of that Federation, I protest

|

most emphatically against any provision which permits a State to seti

up unemployment reserves on the basis of company or of industry. I

Fourth. I further recommend that any unemployment insurance
law adopted shall provide that benefits shall in no case be less than
50 percent of the normal wage, with payjnents up to at least $15 per,
week. I do not consider a maximum benefit of $15 a week satis-

1

factory. I should much prefer a maximum of $25 per week, and I \

should like also to see a minimum fixed below which unemployment!
benefits could not go. But I realize that in an initial unemployment

!

insurance law we cannot have all of the conditions we shall ultimately 1

expect and demand in such a law. It is more important, in the
\

beginning, that the period of the payment of benefits be extended and
I

that the waiting period be cut down to 1 week, than that weekly pay- !

ments shall be increased to the amount we shall reach in the future.
(|

That is a fair proposition, 50 percent of the wages earned. Fori
instance in the South, where climatic conditions are dift'erent, where

{!

the wages are lower, the amount of weekly benefits would be less.:'

In New York State, in Massachusetts, Ohio, and other States, where
wages are higher, 50 percent of their wages would be larger, and it

would be paid in accordance with the wage and economic standards
fixed in each community and each locality. There could be no
serious objection to that. You understand it is not intended that
the same rate shall be paid uniformly all over the country, but 50
percent of the v/cges earned.

The question of a reinsurance fund has been given much attention!

in the discussions of the past few months.
Senator Connally. Mr. Green, let me ask you, if the employee is

not going to make any contribution at all to this and it comes out
of the consumers and the Treasury, why should there be a graduation
or a difference in different places? Why should we not standardize it?

Mr. Green. Because it is not in accordance with the scientific

.

principles established in any unemployment insurance measure.
Senator Connally. Do not most of them require contributions?
Mr. Green. Not all of them.
Senator Connally. Most of them?
Mr. Green. Yes; I understand they do, but that isn't a good(

reason why we in America should be required to do that. i

Senator Connally. Except on the theory that the employee is not
going to contribute anything. If a man in one locality is going to get

a gift from the Government or a gift from the consuming people, why
should he get a higher gift than another man in another location?

Mr. Green. He isn't.

Senator Connally. You said in the South you are going to pay;
a less rate than you are going to pay to a man who is doing the same'
work in New York, when that man in New York does not contribute

>

anything more than the man in the South.
Mr. Green. They get 50 percent of the wages. That is what I was;

telling you. I think that is fair. I do not imagine that the em-
ployer in the South will care to pay the same weekly benefits, unem-

;

ployment-insurance benefits, as they would pay in New York.
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Senator Conxally. If the employee was contributing: something
there would be a basis to your position, but he is not going to con-

tribute anything, why should the Government pay one employee in

one part of the country a different rate than it pays to another em-
ployee in another part of the country?

Sir. Ghekx. That is under the same theory that they have higher

wages in Xew York than they have in the South.

Senator Coxxally. This is not a wage, this is a gratuity.

Mr. Grekx. It is based on economic facts and principles.

Senator Coxnally. I would like to know the basis of your views.

Mr. Greex. We have protested against that very thing, we have
protested against the diflerence in wages and standards.

Senator Walsh. The employer in the North pays a higher tax than
the employer in the South. That is one answer, isn't it?

Mr. Greex. Yes, he would pay a higher tax.

Senator Coxxally. If he does pay a higher tax, he makes more
money than the man in the South.

Mr. Greex. Five percent of his pay roll would probably be greater.

We do not want to get into that.

Senator Hastixgs. You mean he pays a higher tax?

Senator Walsh. He pays 3 percent of his pay roll. His pay roll is

higher because he pays higher wages.
Sir. Greex. His pay roll is heavier, therefore the 5 percent would

be greater.

The question of a reinsurance fund has been given much attention

in the discussions of the past few months. Different industries and
States are subject to var\ang degrees of unemployment. In Novem-
ber 1934, the building trades, for example, reported 69.6 percent of

unemployment; the service trades, 28.9 percent; mining, 35.9 percent;

manufacturing, 29.8 percent; and trade, 19.9 percent; w4th agricul-

ture, 3.7 percent. This ^^'ide divergence in the amount of unemploy-
ment in different industries is one of the more difficult problems which
must be met in any system of unemployment insurance. Some States,

because of the nature of their industry, will carry much heavier

burdens than others. Whether a Federal reinsurance fund is the

solution of these problems, I cannot say. I recommend, however,
that an investigation and study be made of reinsurance, in an attempt
to determine whether this is the method by which to arrive at the

creation of a broad, guaranteed, and well-administered unemployment-
insurance system.

old-age security

There are some 10 million people 60 years of age and over, the large

portion of whom is faced with the worst possible hazard of modern
life—bleak hopelessness and indignity of dependency which comes
abruptly after one has contributed to the utmost of one's resources

as an active participant in our economic system. Any one of us, if

faced with the prospect of old age without resources and with no
means of ex-istence other than complete dependency on others, would
readily admit poverty, privation, and hunger to be a better lot.

Old-age security is a problem which goes to the very roots of social,

economic, and moral factors which are fundamental to human exist-

ence. How can this problem be met?
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It

For some years, there has been grachially emerging in America
a concept of old-age security which was destined to become an inte-

gral part of our national life. Much of the progress made in the form
of State legislation has been due to the imrelenting support of the
program in various States by organized labor.

The existing State systems, few and inadecjuate though they are,,

have provided us with first-hand experience in handling the most
fundamental phases of the problem. But none of these experiences

have given any evidence that it is possible to solve the problem through
State administration unaided by the Federal Government. We have
learned from experience, in recent years especially, that only a

Nation-wide plan can cope with the problem of old-age security. In

approaching such a Nation-wide plan Congress nuist take stock and
measure the scope of the problem with which it is to deal.

In order to appreciate fully the implications of this problem, wo
must consider tlie significance of old-age security in the prosperous
years preceding the depression. In surveying the status of persons

65 years old and over in 1927, on a sample of about 14,000 cases im
four Eastern States, the National Civic Federation has given us-

fairly reliable indications of indigency then prevailing among the

aged. On the basis of those ratios, we find that in a prosperous year,.]

about 80 percent of the entire group, or about 2,000,000 })ersons,,j

owned no property whatever. About 40 j^erccnt, or about G,600,000,,

|

had no income from work or business, and some 17 percent, or about
j

1 ,000,000 had neither property nor income.
About 25 ])ercent of males and about 14 percent of females werei

totally unable to work; 30 percent of males and 46 percent of females-;

were able to do light work only. A large portion of the group were
afflicted by invalidity or chronic illness. About 26 percent of the

group were either single or had no children or other relatives whoi
could render aid. About 1.3 percent were supported by public or
piivate charity and another 60 percent received no aid at all.

This gives us a rough picture of the situation in a year of pros-

pei'ity. A great deal more darkness ami nnsery had entered into this

picture during the depression years.

It has been estimated that out of the total of 6,500,000 some
2,700,000 persons of 65 and over were supported wholly or partly by
others in 1930. There has been unquestionably a tremendous increase

in the nujubers of aged who must rely on support after 5 years of

depression which have rendered bankrupt those who have previously
carried the burden of sui)i)ort. The aged have undoubtedly consti-

tuted a very important ])ortiou of the 4% million families now on relief I

rolls ia the United States. They comprised an even more important
portion jf the one-half million single persons on relief. i

The problem of old-age security penetrates into every phase of our
national life. It affects closeh'^ every class and group of our popula-
tion.

The agricultural population genei'ally has enjoyed greater stabilit^v'

and greater security than other groups. The family unit has been
basic in the agricultural society.

Until recently, the American fai-m family contained on the average
more than two generations. Thos{^ attached to the family de})ended
u[)on it for their economie welfaie. This traditional family relation-'

ship is now rapidly becoming disrupted. Tiu' iiatriaichal agiicultural
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family is disapix'iuinir aiul we witness iUc exodus of the yt)iing ffoin

aj;ricultui!il coinimiiutios. At the same time, the oldei- ai2;ri('iiltuial

worker who reuuiiiuHl a pi'cxiucer much U)U<2;er than the inchistiial

worker of the same ai:;e has h)st much u:rouM(l as the i-esult of recent

dev(4o|)ments in aj^ricultural industriah/.ation and mecliani/ation. It.

is safe to say tliat the pi'obhun of ohl ai2;e anionic; the farm |)opuhition

is more acute in the United States than elsewhere.

Far more acute, however, is the situation of the aged in the urban
centers. Here the older f^roup suffers not only from the inherent con-

ditions of old a<;e and unemi)loyment but also from all those additional

elements injected into the situation by industrial urbanization. In

the slums and tenements of our cities, the a^'cnl poor are completing
their span of life as a total social liability. The high rents in urban
centeis make difiicult and burdensome^ the suj)])ort of the aged by
their children and relatives who earn their livelihood in mills and
jfactories. Old-age security of wage earners has been threatened more
jthan that of an}^ other economic group.
' Our industrial population has been increasing at a rapid rate. In

:fact, while our total i)opulation has manifested a declining rate of

.growth its j)ortion comprised of wage earners has increased rapidly.

lOur urban and rural nonfarm poi)ulation in 1930, of 15 years of age
land over stood at 67,400,000. Of these 38,300,000 were'attached to

ithe industry. From this it is estimated that about 41,000,000 wage
earners will belong to the wage-earning class in 1935 and about
44,000,000 will be in this group in 1940.

Economic difficulties which confront the aged belonging to this

group are rooted largely in the wage system as it now exists. The
present low standard of living of the worker's family makes it im-
possible for the wage-earning class to assure old-age security to its

own mend)ers.
Parallel to this has been technological development in the industry.

The incidence of technological unemployment has fallen heavily upon
the older wage earner. Older workers were displaced by machines
at a more rapid rate.

The mass system of industrial production has still further con-
tributed to old-age insecurity. Under the mass process of production
there came into existence new requirements for minimum intensity

and speed of eflort. There has also appeared a tendency to make this

energetic requirement uniform for the entire plant. In the presence

of heavy unemployment, each job has been placed into a highly com-
petitive position. The older worker has been placed at a heavy dis-

advantage. There has appeared a tendency to displace him long
before his productive capacity has disaj^peared or even before it has
been appreciably impaired.
The minimum re(|uirement of effort has ceased to bear direct rela-

tion to the physical conditions of production and has been entirely at

the discretion of the employer, who is governed primarily by the profit

ni(»tive. The interests of the woi-ker have been given little or no
consideration in establishing rcfpiirements for speed and effort in the

mass-production industries. Thus, while the tendency has been to

place superannuation at lower age levels, this technical development
has been accentuated by such factors as indivichial judgments and
economic pressures of the management.
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Tho (list film t ion of olii-aj::o disability and muMnployniont is not
unifiH-ni in the various occupational classitioations. Aooordinij to

Dublin, at the age of 20, the life expectation of the upper professional
classes is about oO years. At the same age. the hfe expectation of

wageworkers, as reflected by industrial-insurance contracts, is only
42 years. The productive wageworker does not retain the advantage
of long occupational life span enjoyed by those in the professions,
business, finance, public service, arts, and sciences. Thus, we find

that the wage-earning portion of the population is graciually assuming
greater liability for the old-age group.
The wage earner is also without the advantage of controlling to

any substantial degree his occupational status. He finds practically

no employment opportunities in railroads and public utilities at the
age of 45. E(iually limited are the employment opportunities with
the Federal. State, ov municipal agencies for those who have passed
this mark. His ]u-ospects for empl(\vnuMit in manufacturing estab-
lislnucnts are small, and he has been alnu^st completely cxchulcti from
the pay rolls of the mass-production industries.

One study covering concerns which employ over -S.OOO.OOl^ workei's

disclosed that 50 percent of the establishments employing over 60
percent of the workers had definitely prescribed age limits. Only in

a few exceptional instances were those limits found to exceed the age
of 45. ^^any of these limits were set at 40 and for certain occiipa-

tions as low as 35. It is a fact of ominous significance that a man of
45—in the prime of life— stands face to face with supcrani\uation and
economic dcjicndency

.

No alternative o( long-tcrn\ validity can be found which would'
serve the purpose of the <ild-agc jiensions. The monthly per capita

expenditure in the ]H>orhouses has proved to be fni- higher than an
integrated scheme of Xation-wide old-age pensions. The per capita

ccst of poorhouse or almshouse support is estimated to be twice as

high as that of a pension plan.

Iv. has been shown that the cost of ptncrty in old age has aug-
n.ented at a tremendous rate during the depression years. In the
State of Connecticut in only 2 yeai*s of depression (1931-32\ there

was an increase of 32.2 percent hi its almshouse population. The old

men and women who were indigent have been cared for entirely

through wasteful machinery of the local welfare agencies, if cared lor

at all. Only during the recent months have they been given supinut
from Federal relief sources.

As a significant contrast to this, we find that in those States where
pension plans were started dining the depression years, the increase

in almshouse and poorhouse population has been relatively small.

In some instances, there has l>een an actual decrease in the actual

number of inmates over a given age limit.

The pension plan has been proved to be not only vastly better

than any form of poorhouse, but in fact that only permanent plan
with which the problem can be met.

OLD AGE ASSISTANCE

The existing State old-age assistance laws are either not function-

ing at all or functioning on such a restricted scale as to invalidate

their effectiveness to a verv large degree.
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TluTC! is a dire iiecd f(jr ussistmicc wliicli is firmly foiirulcd upon
the principle that adequate assistance will be made available to those

truly in need. Tiiis can be furnished only through Federal aid. A
pifiri initiated and supervised bv the Federal Government is essential

if it is to be of an enduring and ed'ective cliaracter.

In supporting the proposed plan, 1 wish to make the following

recommrndations:
1. Total monthly pensions should be not less than $50 a month

except in ca.ses of persons receiving income or assistance from other

sources.

Under the present proposal, the Federal contributions are contem-
plated to be not more than $15 a month which would make, together

with the State contribution, a maximum pension of $30 a month to

any one individual. There is no minimum estfiblished in the bill

with the exception of the broad statement that a "reasonable sub-

sistence" compatible with decency and health should be provided

under the plan. I submit that this safeguard is utterly inadequate

to furnish the beneficiary with the funds necessary for his mainten-
ance. In some States, the payments have been as low as $5 a month
and it will undoubtedly be maintained in these instances that this

a.ssistance is sufficient to provide a reasonable subsistence compatible
with decenc}- and health. Inasmuch as a term "reasonable sub-

sistence" is extremely difficult of interpretatirm, I deem it essential

that the monthly payment of $50 should be made the required mini-

mum under the plan. We are building upon a new foundation of

•social justice and we must remain true to our purpose of providing

the aged with real economic security. As I see the proposal, it must
be designed to get at the root of the problem. Economic require-

ments of our day will not admit of half-measures.

2. Age limit should be reduced to GO.

In view of the developments I have already set forth, it is recom-
mended that the age limit for pensions be reciuced to 60.

I'nder the present proposal, eligibility is limited to those 70 years

of age or older and this limit is reduced to 65 after Januarv' 1, 1940.

There is no justification, either social or economic, for thas unduly
narrowed basis of application of the pension system emasculating the

effects of the plan.

\'igorous objections will undoubtedly be made to this proposal on
the ground that lowering the age limit would place upon the scheme
a prohibitive financial burden. Careful examination of facts will

show that such objections are based on a misapprehension. This
misapprehension is due to the rather general impression that by
lowering the age limit by 5 j'ears, we would include a group which
contains a relatively larger number of claimants to pensions.

In reality, the relative number of claimants will be much smaller

in the age group between 60 and 65 than in the older groups. This,

of course, is due to the fact that the degree of dependency is much
lower in the younger age class. The rate of dependency is much
higher after 65 and shows an even more abrupt rise after 70.

I urgently recommend that the plan be initiated with a 65-year age
limit, such limit to be reduced to 60 by 1940, at the end of the 5-year

trial period.

3. The cost of administration of the plan should be kept as low as

possible.

During the initial 5-year period, the cost of administration w-ill

undoubtedly be in excess of normal, due to the many special admin-
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istrative requirements inherent in the problem of getting such a plai

under way. By the end of this period, the administrative procedun
should be sufficiently well crystallized to permit more economi(;

administration than contemplated in the bill. I

The administrative cost of the Federal Emergency Relief Admin-j
istration has been approximately 10 percent of the total amouml
expended under the various Federal relief measures. Relief admin^
istration during this period has functioned strictly on an emergencj
basis. Wide fluctuations in the numbers of persons relieved and th(

changes in administrative machinery have called for excessive require-

ments for administrative funds. The measure under our considera-

tion is basically not an emergency measure but on^ which will become
a permanent feature of our social program. It is extremely doubtfu"
that the real requirements of the permanent administrative organi-i

zation will be in excess of 5 percent of the total amount expended
after the initial period.

There is a very real need for keeping the cost of administration at

the lowest possible minimum compatible with efficient administra-
tion. Much of the success of the plan will depend on this. Greater
centralization in record keeping and in administrative functions will

reduce surplus costs and make for substantial economics in adminis
tration of the plan.

In view of this, I recommend that following the initial 5-year period
Federal allotments for the administration of each State loan should
not be in excess of 2/2 percent expended in each quarter.

NATIONAL SYSTEM OF CONTRIBUTORY OLD-AGE INSURANCE

Prompt adoption of the old-age assistance plan is essential if the

program is to get under way in the immediate future. Effective

operation of contributory old-age insurance cannot begin for at least

another generation. But a sound foundation must be laid now for an
insurance system which would eventually become self-liquidating.

Concurrent operation of the two plans will enable us through experi-

ment to perfect in time an insurance system which would fully meet
the requirements of old-age security.

The extensive experience of other countries lends support to the
compulsory contributory old-age insurance system envisaged in the
proposed plan. This type of old-age insurance has been successfully

operated in Germany since 1889, in France since 1910, and in the

majority of European nations since the World War. A similar plan
was adopted in Great Britain in 1927 and will gradually supersede the

older British pension plan.

In the light cf this experience of others we approach the initiation

of our own scheme mindful of the special circum.stances and conditions

which will surround its development. We must look upcn this initial

stage in the development of our national old age insurance system as

one of admitted experimentation.
The proposed bill provides for a fund to be set up in tlie Treasury,

managed and invested by the Secretary of the Treasury. This fund
is to be supplied by a tax upon pay rolls which is to apply on the sliding

scale from one percent on Januarv 1, 1937, to 5 percent on January 1,

1957.

No justification has been advanced fcr this over-n odest beginning

and this long-deferred increase in the rate of ]^ay-roll tax other than
"that no large immediate burden should be put upon industry."
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It is ivctnir ended— and in the case of old-r.*ro insurance I ri.'lly

support the rec(MiMrendation— that the tax shcuild be borne equally

by the enployer and the worker. This pi'ovision cuts in halt" the

"inn ediate burden" which the industry is exj^ected to assmne. In

view ("t" this and also ol' the inoperative need fcr brinL'iri?' the old-afre

insurance plan into operatit^n in the shortest p( ssibletiir.e, 1 reconni e. d
that the pro])osal be changed to provide for a payment of a 3-])en ent

tax on the pay rolls as of January 1, 1937; 4 percent as rf Jannar}- 1,

1042; and 5 percent as of January 1, 1947. The division of this tax

between employers and the workers is, of course, to be preserved.

It is proposed in the bill that an annuity equal to 15 percent of the

average monthly contributory wage be paid to workers retiring in the

sixth year of the system's operation. This ]:)ension ])ercentage is

gradually increased until 20 years after the beginning of operation of

the system the percentage may reach a maxhnum of 40.

In this connection I wish to recommend that a larger relative pen-
sion be made available to the lower-paid worker. One existing pro-

j)()sal bearing on this point suggests that while the average initial

paid is 1") percent, the actual pension be computed on the basis of

the following fornuda: 18 percent of the first $50 of contributory wage;
13 percent of the second $50 of contributory wage; 10 percent of the

third $50 of contributory wage. The same formula is to be applied

to the pension payable in succeeding years.

While this will yield a somewhat higher relative pension for the

lower paid worker, I submit that this end will be more effectively

attained by dividing the recipients of the pension into five wage groups
to which the ])ension could be adjusted. In this w^ay the problem
would be given a far more realisitc approach resulting in more equita-

ble allocation of compensation.
Finally, I wish to recommend that an employee be made eligible

to receive pensions under the following conditions; when (1) he is GO

years old
; (2) taxes have been paid in his behalf for at least 200 weeks

over a 5-year period, commencing before he is 55; and (3) he is no
longer gainfully employed by another.

])EPEM)EXT CHILDREN, CRIPPLED CHILDREN, AND CHILD WELFARE
SERVICES

We have to consider, under the bill which is before us, appropria-

tions for dependent children, crippled children, and child-welfare

services. These problems have been separately classified, but the

])roblem of the children, the future citizens of our country, is a

ju-oblem which might well be given greater emphasis than all others

that confront us. It is estimated that among those now on relief,

there are a])proximately 8,000,000 children. On the basis of our
total \memj)lovjnent, it is reasonable to assume that no less than
10,000,000 children are in real need of assistance. Those in homes
where there is no wage earner to supi)ort them must receive direct

aid, or spend their early life under conditions that will tend to handi-
cap them permanently. Those funds will mean much to State agen-

cies which are already established and are making valiant efforts to

carry on their all-important work despite totally inadequate re-

sources. It is estimated that there are from 3 to 5 million children

in the Tnited States who are i)hysicfdly handicapped. Very excellent

work has been done in this field of ivhaitilitation in cei-tain cases and
till' ])rogress which has been made toward lilting inca])acitated adults
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SO that they may take their places in industry and commerce should
show to all of us the possibilities which may be expected when the
problem of crippled children is squarely met.

TITLE VII MATERNAL AND CHILD HEALTH \

The extreme need of cooperation by the Federal Government in

''extending and strengthening its services for the health of mothers i

and cliildren" is strikingly presented in those figures made available i

by the Committee on Economic Security showing the decreases in
\

funds for State maternal and child-health work between 1928 and 1934.
j

It is true that Delaware and Pennsylvania have made substantial

substantial increases. Slight increases have been registered by
Massachusetts, Maine, and New Hampshire, but all other States

show decreases; many of them running well in excess of 50 percent
and some of them in excess of 90 percent. In 1934, nine States report

|

no funds available for this vital work. These reductions and elimina-

tions of State funds have been made just at the time mothers have
been most in need of financial assistance. When we consider that
between 1928 and 1934, unemployment has increased from 2,000,000
to more tnan 11,000,000; that wages have been reduced from
$15,000,000,000 in 1929 to $6,000,000,000 in 1933 (source: the
National Income 1933, Department of Commerce) and that the aver-

age worker's income in 1934 was $1,099 (source: the American
Federation of Labor) it must be recognized that the need for financial

assistance to mothers is greater than ever before.

When we look at the records of other countries in this field, it

must be admitted that there should be no further delay in making
certain Federal appropriations. "Payment of maternity allowances
in Australia dates back to October 1912. The allowance was £5
($24.33) for each viable child, whether or not it was born alive, pro-
vided the mother was a resident of Australia and neither an aboriginal

nor All Asiatic. Originally the allowance might be claimed regardless
of the parents' income, but the emergency act of 1931 restricted it

to cases in which the income of the parents for the 12 months pre-
ceding the birth did not exceed £260 ($1,265.29) and also reduced the
amount to £4 ($19.47)." (From Monthly Labor Review of the
United States Bureau of Labor Statistics, August 1933.)
"The earliest German legislation concerned with maternity pro-

tection was enacted in 1878, when 3 months' leave after confinement i

was made compulsory in certain industries. The sickness insurance
:

act of 1883 provided for the payment of maternity benefits at the
i

same rate as those for ordinary illness." (From the Encyclopedia of
|

the Social Sciences, vol. 10.) "In France, maternity benefits are i

paid to women without means, whether or not they are regularly

employed, for at least 12 weeks after childbirth. The funds are sup-
plied jointly by the state, departments, and communes." (From the
Encyclopedia of the Social Sciences, vol. 10.)

It is sip;nificant that where assistance has been most thoroughly
developed, mortality rates Lave been tiie fiirthesl reduced. "A sur- I

vey of the European countries in which mortality rates are very low—

•

the Scandinavian countries, Holland, and Italy—shows that these
'

states have the fullest and most coordinated provisions for all typesi !

of assistance." (From the Encyclopedia of the Social Sciences, vol. ?

10.) We find that figures from our country appear in a very unfavora-
|

ble light when compared with those of certain other countries. In
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1929, maternal mortality per 10,000 live births in the Netherlands

was 33, while in the United States it was 70. For Switzerland, we
find a record of 46 and for En<;:lan(l and Wales, 43.

The drastic reduction in State funds available has already been
mentioned. From these same (ijxures, we find that on November 15,

1934, 109,03(> families were reccivino; mother's aid in the United
States. ()n the i)asis of Federal Enier<rency Relief disbursements for

the month of Xovemi)er, it may be assumed that nearly 5,000,000

families were involved. On the basis of the American Federation of

Labor estimate of unemployment, we know that twice this number, or

10,000,000 families may well be in need at this time, and certainly

that portion of them in need of mother's aid will far exceed 109,000.

In 1933, 12,000 mothers died from causes assigned to pregnancy and
childbirth.

In view of the conditions outlined above, it is urged that direct

steps be taken in this cause at the earliest possible date. It might be
mentioned in this connection that althougli birth registrations may
be the most practical basis for allocating funds to the dilferent States,

nevertheless, if funds are allocated in amounts directly proportional

to live births, it may well be that those States which are most in
' need of funds will be denied the much needed assistance.

APPROPRIATIONS FOR PUBLIC HEALTH

The annual appropriation of $10,000,000 will reach those who are

sutfering through the ravages of ill health and debility through two
i
channels. Appropriations to the several States will be now available

"for the purpose of developing State health services" taking into

con.sideration the needs of local and county programs. These funds
will 1)0 of direct assistance to those who have been rendered unable to

cai'ry the burden of needed medical assistance.

Those funds v.hich are made available to the Bureau of the Public

Health Service ''for further investigation of diseases and problems of

sanitation and related matters" will make possible further investiga-

tions on the basis of wliich much unnecessary suffering and death will

be eliminated and the economic as well as social losses tlirough ill

health will be substantially decreased.

It is clearly our responsibility to reduce human suffering to a
\ minimum and to turn every effort to the establishment of general

standards of health wliich will eliminate, just as far as possible, all

cases where men, women, or children would be required to live their

lives and meet their responsibilities under the handicap of ill health,

crippled bodies, or impaired mentalities.

The program before us is a tremendous one, and if for the moment
;
we fail to take into consideration its sociological import, the economic
justification alone clearly shows that the appropriation proposed will

be many times paid back if the procedure suggested meets with any
degree of success.

An estimate by the committee on the cost.s of medical care places those economic
i losses due to sickness at no less than .$250,000,000 annually. In view of the fact

that a large part of this illne.ss is preventable by the application of known and
tried medical methods, the economic argument for a larger expenditure for pre-
ventive medicine is compelling. Tiie economic losses resulting from preventable

[
illness are, furthermore, exceeded by the losses from premature deaths. Louis

1 Dul)lin (of the Metropolitan Life Insurance Co.), basing his calculation on the

i

costs of rearing a child and on future earning power, has estimated that the total

capital value of the lives that can be saved annually through the application of
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preventive medicine is approximateh' $8,500,000,000. (From Encyclopaedia of

the Social Sciences, vol. 10, p. 294.)

In 1929, expenditures for medical care in the United States reached

a figure of $3,656,000,000. (From ibid., p. 294.) Since that time,

our national income has been cut approximately in half. Although
we have no basis nor the assumption that these expenditures filled the

needs of the people of this country, it is obvious that not even this

amount of care is possible at the present time without throwing an

unbearable cost on drastically curtailed incomes.

Furthermore, when it is noted that the people of the United States

in 1929 spent $360,000,000 "on patent medicines of dubious value"
and $165,000,000 on "home remedies which also are deplorable from
a medical standpoint", there can be no question but that those

limited funds which are available can be expended much more bene-

ficially where the Federal Government as well as State and local

agencies are able to develop public-health programs.

Looking at the cost of medical care from another angle, we see the

burden which is imposed on families in the lower income group for such

medical care as they are able to obtain for themselves. "Metro-
politan families earning between $1,200 and $2,000 spent on the

average of $63.75 for medical attention for the 12 months of the sur-

vey, while those families with earnings of $10,000 and over spent

$270.34 or more than four times as much." (From The Cost of

Medical Care, published by the Metropolitan Life Insurance Co.)

Furthermore, despite the fact that the low-income families were able

to spend only one-c{uarter as much as were those receiving earnings

in excess of $10,000 per year, these families receiving less than $2,000
annually spent in proportion twice as much for medical care as did

those receiving in excess of $10,000—3.6 percent of annual income as

compared with 1.8 percent of annual income. (From ibid.)

When we consider the drastic reductions which have been made in

weeldy earnings, we must recognize that these families are precluded
from any expenditure for medical care unless they sacrifice certain

necessities which may mean additional need in the near future.

Now on page 31 of the bill, after subsection (6), we recommend the

following:

(7) The State has accepted the provisions of the act of .June 6, 1933 (U. S. C,
title'29, sec. 49 (c) ; 48 Stat. 113).

(8) Payment of all compensation is made and/or is to be made through the
puljlic employment offices in such State, and commences under such State law 2
years after contributions are ffrst made inider such law.

(9) The State agency of such State, to safeguard the money paid as contribu-
tions and to assist in maintaining the stal)ility of industry and employment,
deposits all such money, or causes it to be deposited, immediately upon its being
paid as contributions, in the unemployment trust fund, or in a bank or banks
designated as agents of such trust fund to be held as part of such trust fund, in

accordance with section 604 of this act.

(10) None of the money requisitioned Ijv such State agency, in accordance with
section 604 of this act, has been used for any purpose except the payment of

compensation.
(11) Compensation is not denied in such State to otherwise eligible employees

for refusing to accept new work under any of the following conditions: (a) If the
position ofl'ered is vacant due directly to a strike, lockout, or other labor disputes;

{b) if the wages, hours, and other conditions of the work offered are substantially
less favorable to the employee than those prevailing for similar work in the
locality; (c) if acceptance of employment would either require the employee to

join a company union or would interfere with his joining or retaining membership
in any bona fide laljor organization.

(12) The State law includes provisions which permit modification thereof at
the will of the legislature or which prevent the creation of vested rights against-
modification or repeal of such law at any time.
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(i;i) Tliat no coiitriltiitioiis for tlu- payiiic'iit of prtMiiiimis or tlu' raising of this

liincl for uiuMnploymoiit compoiisatioii is ro(|uircfl of oinploycos.

(14) That no more tliaii 1 weok of waitinj; (hiys from dato of loss of job l>oforo

lis days of UMCinph)ynu>i\t hopin to coniit.

(15) That said State laws permit unemployineiit i'oin|)ensatioii to he i)ai(l eon-
eoiitively for '2(\ weeks, provided the unemi)loyed is without a jol) and has not
leelined the offer of a joli during said time.
(HI) That the unemployed during said 2(> weeks or the jjortion thereof he is

lithont a jol) shall reeeive 50 j)ercentum of his normal wajres with a maximnni
.f $15 a week.

(/») Payment of any installment to a State to wliich an allotment has been
nade shall be withheld if the Hoard reverses the previous finding made by it

inder this section, and notifies the Secretary of the Treasury and the treasurer

f the alfeeted State of such reversal continuing the bill on page 32.

Senrttor Hastings. Mr. Green, you stated that your estimate of the

•ay roll was just approximate. I am surprised to find in your
igures that it amounts $15,800,000,000, and that produced the tax
hat you mentioned. Are you quite certain that that is somewhere
;ejirly correct? I should suppose it was at least twice that.

Mr. Gkeex. I gave you the figures as to what it would be on 1

•ercent. 2 percent, or 3 percent.

Senator Hastings. That is based upon a pay roll of $15,800,000,000.
am surprised to find it is as low as that.

Mr. Green. A tax on pay roll, Senator, is not like a tax on gross
arnings or gross business.

Senator Hastings. I appreciate that. If you are reasonably cer-

ain that your figures are correct, that is all right.

Mr. Green. I am reasonably certain that my figures are correct,

Ithough I will have them checked uj).

Senator Hastings. If you find there is very much difference I wish
ou would put the correction in the record.

Mr. Green. I will be glad to do that.

I want to emphasize this fact, in conclusion. Senator: Unemploy-
lent insurance is jus4: what the term implies. It is insurance against
nemployment. It provides for the payment, out of funds collected,

f so many weeks' benefits in case the worker is unemployed. It

annot be accepted as being sufficient and adequate to meet a severe
nejnployment situation. We will have to consider it as a measure
lat is intended to operate during normal periods when employment
on a normal basis. It is intended to tide the worker over during
?mporary periods of unemployment. We must always keep in mind
lat an unemplo3-ment-insurance plan must be supplemented by a
ibstantial relief plan, because you cannot take care of it through
nemployment insurance.
Senator Walsh. Mr. Green, in trying to study precedents looking
jward the creation of unemployment-insurance benefits in this

juntry, have you observed this difficulty, that in foreign countries

ic lal)or legislation is uniform and applies to all the citizens and that
1 this country the labor legislation is different in every State; the

ite of wages j)aid is different, the hours of labor are different, the

ensions so far as protection for safety and sanitation are concerned,
re different, therefore is it not difficult to establish or fix up a plan

lat is based uj)on the European system in this country?
Mr. Green. Yes; we have 48 sovereignties here, whereas they deal

'ith 1 sovereignty.
Senator Walsh. And for that reason at least serious consideration

lould be given to allowing each State a good deal of latitude in

orking out the problem for itself?
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'I

Mr. Green. That is what I had m mind, that we should estabhsbj
as great a uniformity as possible. That is the reason I favor the sub-
sidy plan, because it provides uniformity in the levy of the tax, it

gives the Federal Government an opportunity to establish general
standards which must be established in all State laws. One is the

waiting period. I think that ought to be the same in every State.

Say 50 percent of the earnings, that ought to be uniform. The
amount of weeks they receive benefits ought to be as near uniform as

possible. Outside of that we ought to let the States have the widest
latitude.

Senator Walsh. As to the amounts to be paid and the benefits

to be granted, each State ought to determine what it can aft'ord, in

view of the assistance, the cooperation, or the aid given it by the
Federal Government. Of course that same principle applies to old

age.

Mr. Green. We have learned a lot as the result of our experiments
in the enactment of workmen's compensation legislation, because we
have dift'erent laws in most every State, and there are some 4 or 5

States that have no workmen's compensation law at the present time.

Now the standards are dift'erent, but in this unemployment situation,

as I said, that is a national question. It appears to me if the Federal
Government is to subsidize the State then it ought to possess the
power to say the State must meet certain standards in order to get
this money. That is fair and just.

Senator Hastings. Mr. Green, what would you think of the Fed-
eral Government agreeing to contribute a certain sum of money, to

be fixed by the Congress, upon condition that the States should enact
certain laws of a certain standard and should therefore be entitled to

draw down certain portions of this fund, leaving it entirely to the

State to meet its share of whatever Congress decided. Your relief

rolls are based upon 2 to 1 generally. They try tp make it that. The
States contribute $2 for each $1 contributed by the Federal Govern-
ment. Suppose in this insurance the Federal Government should
agree, out of this general fund, to contribute so many millions of

dollars, distributed according to the population, and on condition
that any State, before receiving it, should pay to its employees at

least $2 for ever dollar paid by the Federal Government, leaving it to

the State to tax, to levy its own tax, to get its own money, and make
our own contribution out of the general fund. Have you given any
consideration to the simplicity of any such plan as that?
Mr. Green. That is practically the principle embodied in the sub-

sidy plan. You understand this 5-percent tax will not be sufficient.

The State will have to levy a tax through which it will supplement
the amount that the Federal Government will pay. It is practically

the same as you have outlined there now.
Senator Black. Just like the Federal highway plan?
Mr. Green. Just like the Federal highway plan. The Federal

engineers stipulate the character of curves, and require States tc

comply with certain standards, before they get the money.
The Chairman. The committee is adjourned and will meet in exec-

utive session at 10 o'clock tomorrow. This hearing will be resumed
on Wednesday morning.

(Whereupon the hearing was adjourned.)
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ECONOMIC SECURITY ACT

WEDNESDAY, JANUARY 30, 1935

Unitkd States Senate,
Committee on Finance,.

Washington, D. C.

The coniinittce met, pursuant to call, at 10:10 a. ni., in the Finance
'Committee Room, Senate Oihce BuiUiing, Senator Pat Harrison,
chairman, presiding.

Present: Senators Harrison (chairman), Kin^, Barkley, Gore,
Lonerg.'in, Black, Gorry, GuiTey, Couzens, La Follette, Metcalf, and
Capper.
The Ch.\.ir.max. The committee will come to oi'der.

STATEMENT OF EDWIN E. WITTE, EXECUTIVE DIRECTOR,,
PRESIDENT'S COMMITTEE ON ECONOMIC SECURITY—Continued.

The Chairman. Mr. Witte, I do not recall just what phase of this

bill you were discussing when j'ou appeared here last. I want to
ask you, if it meets with the approval of the committee, before you
leave the stand to take tliis bill up from the beginning and succinctly
summarize each phase of it as to just what it is.

Mr. WiTTE. That is what I had mtended to do.

The Chair.man. All right, you may proceed.
Mr. Witte. I have not gotten bej^ond the first subject dealt with

in this bill, the subject of old-age security, although I think the
committee has practically completed its questioning of me on that
subject.

I

On the subject of old-age security there are three distinct measures
I

proposed in this bill. Title I is the appropriation for old-age assist-

ance—Federal grants-in-aid to the States, to meet a part of the cost
of noncontributory pensions to old people who are without adequate
means of support. There is an appropriation of $50,000,000 in the
first year, and $125,000,000 in subsequent 3'ears. This appropriation
will have to be increased in the course of the years and will grow very
large unless at the same time a contributory old-age annuity system
is started. On the estimates of the staff, which are conservative, that
cost, unless there is a contributorv old-age annuity system, will be
in .xce s of $800,000,000 by 1980.

"

The Chairman. So what you are trying to do is to put this tax in
so it will absorb tliis direct appropriation by the Federal Government
in time, or at least reduce it?

Mr. WiTTE. Very materially reduce it. It cannot absorb it entirely
for the reason that we are bringing under the contributory system
only the employed persons. In the total number of people gainfully
occupied, the employees are approximately 00 percent. The self-

187
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employed people—the farmers, tradesmen, professional people, and
many other groups—constitute approximately 40 percent of the
population.
The Chairman. So the tax will be only about 60 percent.
Mr. WiTTE. The tax will reach about 60 percent of the population.

Wliile these other groups are in a better position than the employed
population to make provisions for their old age, everyone knows that
even people in these other groups mny be and frequentW are de-

pendent at the age of 65. Unless in the course of time it is possible

to devise methods by which these other groups can be brought within
the annuity system, then there will be a continually increasing cost

of pensions, but not nearly as great as if no such contributory system
is adopted. As I stated, our staff estimates the cost without a con-
tributory system, conservatively, at $800,000,000 by 1980. The con-
sulting actuaries that we employed, using higher estimates of de-
pendency and average pensions, estimated a cost by 1980, in round
numbers, of $1,300,000,000. If the contributory s^^stem is adopted
as outlined in the bill, on our staff estimates the cost will be reduced
to $116,000,000 and the actuaries to $500,000,000.
The first part of this bill, title I, covers the aid to States for old-

age assistance. Under this title the Federal Government will match
the expenditures of the States for old-age assistance on an equal
basis, but with the limitation that it will not contribute more than
$15 per month per case. The Federal Government will also match
the administration costs, but it will not pay a larger share of the

administration costs than is based on 5 percent of the pension dis-

bursements.
The Chairman. I^et me ask you, suppose in one of the States— and

there are several as I understand it—the annual budget is $14,000,000
and there are 60,000 old-age people w4io vvT>uid come under the pro-

visio.is of this law, and there is $15 a month paid on each one of those,

in order to get the $15 from the Federal Government. That would
approximate something like $10,000,000 or $12,000,000. Now how
are the States going to raise that?

Mr. Wttte. The actual experience. Senator, has been that less than
15 percent of the people who are over 65 years of age have qualified

for old-age pensions in any State in the Union thus far. This bill

does not contemplate payment of a pension to everybody who does
not have a sufficient income by himself. This bill contemplates that

people who are being provided for by their children will continue to

be provided for by their children. The actual number who, at least

at the outset, will be able to qualify for pensions is estimated by our
committee to be not more than 1,000,000 people in the United vStates

as a whole, or somewhat less than one-seventh of the number that are

65 years of age. We arrived at that figure because approximately
700,000 of these people over 65 yeais of age arc now on relief lists

and another 180,000 are in receipt of old-age pensions under the laws
of the 28 States that have pension laws. There is another number
that we cannot accurately determine, probably not exceeding 100,000
or 150,000 people, who are in receipt of relief without being on Federal
emergency reliof lists. In some portions of the countr}^, particularly

in New England, the old people in need of public assistance are being
taken care of outside of Federal emergency relief.

The State in which the percentage of relief grants has been highest

is the State of New York, and in the State of New York the percentage
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is still less than 15. Wo estimate that 15 percent of the people over

()5 years of aire will prohahly (iiialify for pensions, but in the first year

there will be a lajx in the number qualifying:. In other words, Senator,

I doubt whether the actual number of the pensioners of any State will

be as irreat or will involve as great a cost jis you assume. The State

of New York pays the whole bill now and appropriates $15,000,000.

One hundred and eii:hty thousand people are now on pensions under

State laws, at a total cost of $31,000,000. The average pension, so

far, is $19 per month.
The Chairman. Yon mean all over the country?

Mr. WiTTE. I mean all over the country, in the 28 States that have
such laws. The highest cost in any State is in Massachusetts, where
$24 and some odd cents per month is paid.

Senator Black. Does that include those people who are taken

care of by almshouses? Have you tigured how many people are

taken care of by public almshouses?
Mr. ^VITTE. Wv do not take care of the y)eople in almshouses. The

nundier in public almshouses is approximately 100,000, and in private

institutions for the aged a somewhat larger number.
The Chairman. How many people in these private institutions

w ould give up their rights to obtain this pension if the law^ were passed?

Mr. WiTTE. I really cannot give you that figure. It is a great deal

higher number than those on pensions, very much higher.

Senator Black. Do you have any exact figure?

Mr. WiTTE. There has been no survey of almshouses since 1925.

One of the recommendations of our committee is that the Bureau of

Labor Statistics at once undertake a thorough survey of the institu-

tions for the aged. We do not really know. We are just guessing

at how many people are in almshouses. You can ascertain it accu-

rately in some States, but in many States you can not ascertain it

at all.

I missed your question for the moment, Mr. Chairman.
The Chaih.man. The question that I asked was whether these

people, if you passed this legislation, would come out of the private

institutions in order to get this money and if they could live that way
cheaper and better.

Mr. WiTTE. A limited number will, Mr. Chairman. Most of the

people that are in public almshouses need not only financial support
but they also need physical care, and those people will not be able

to come out of the almshouses. We have had experience on this point

in the States which now have old-age pen.sion laws. In New York
State a considerable number, approximately one-fifth or one-fourth

of the people in almshouses did get on pension lists, but the great

majority of them cannot be taken care of through pensions. Many
of them are invalids and have no children who are able or \\dlling to

care for them.
Senator La Follette. Mr. Witte, have you made any estimate,

broken down by States to show what the State's estimated share of

this burden will be, according to the same rule that you have apphed
to the estimates on the Federal side?

Mr. Witte. The cost to the States will possibl}" be slightly higher

than the cost to the Federal Government, because under this l)ill the

States are required to pay a pension which is sufhicent for reasonable
subsistence compatible with decency and health. That may be a
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pension in excess of $30, and the Federal Government will only match
half of the $30.

The Chairman. Carrying out the suggestion of Senator La
Pollette, have you made a survey and is anything in the record that

we can look to to see how much each State will have to put up, approxi-

mately, to carry out this plan?

Mr. WiTTE. No, sir; I do not think it can be done, Senator. You
would have to guess at what is needed on the average. For instance,

in the State of Mississippi a very different amount is required for a

reasonable subsistence compatible with decency and health than in

New^ York City. In the State of Mississippi presumably the pen-

sions wall all be within the limit of this bill, the State will not have to

put up any more money than the Federal Government. In the

State of New York, due to the metropolitan character of a large part

of that State, the pensions will exceed $30 a month. They have
averaged $40 a month within the city of New York, although in the

entire State of New York, including the city of New York, they have
only averaged $22. It is a question of what the need of the old person

or the old couple is. If the old couple lives in a rural community and
owns its own home, then the pension wdll cover only the living costs.

If, as is usually the situation in an urban community, the old couple

does not own its own home and quarters must be rented, the pension

must be higher.

The Chairman. I suppose you have given this proposition con-

siderable thought and study because it goes to the very meat of it,

without regard to whether it is my State or the State of Alabama, or

any other State?
Mr. WiTTE. Yes, sir.

The Chairman. If a State had to raise $5,000,000 to come into

the sj'^stem and to obtain a fractional part of the $15 that the Federal

Government would appropriate, and the State w^as just able to meet
its budget without this additional cost, and it found it w^as impossible

to raise this $5,000,000, then that State would not get anything, would
it?

Mr. WiTTE. Not unless it has qualified; no, sir.

The Chairman. And if it were impossible for it to qualify it would
get no relief under this bill?

Mr. WiTTE. That is correct.

Senator King. Senator, w^e cannot assume that there is no obliga-

tion on the part of the States to take care of their poor.

The Chairman. I just wanted to get the fact clear in my mind.

Mr. WiTTB. I tliink. Senator, the only States that would have to

put up anywhere near $5,000,000 are the very large States—New
York, Pennsylvania, Ohio, Massachusetts, and a few others.

The Chairman. If you can get some figures, some estimate as to

how much each of these States have to put up, I think it would be

well to put them in the record.

Mr. WiTTE. Vv^e will attempt to get sometliing, but it wiU be

merely a rather arbitrary guess.

The Chairman. I appreciate that.

Mr. WiTTE. We have no figures on dependency by States. That
varies by States. We have almost no basis for estimating the costs in

the States except the present relief costs. The present relief costs are

a fairlv good guide. The average for the country, per family on
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direct relief is $23. In some States it is as low as $10 ajul in other
States it is above $30.

Senator Gitffky. Mr. Witte, are not some of the 28 States that
have passed ])ension laws i)ayin<r no jionsions now? Can we pet the
ninuber that are now pavhip pensions, the number on the roll and the
total cost?

Mr. Witte. That is in the record now, as to what they actually
pa^.

Senator Guffey. Thank you.
Mr. Witte. For the 23 States that are actually paying pensions at

this time, we put in the record the total cost and the averau'e per case.

The averatre ranges from $24 in Massachusetts to something over $6
in Iiuliiina.

Senator Black. Mr. Witte, do you have that with reference to

each State? Do you have the numlier that arc eligible, so far as age
is concerned, and the proportion in that State who receive the pen-
sions? If so, that will give you a fairly accurate, or at least as accurate
as you can get, a basis to compute what costs the State,

Sir. Witte. The table is in the Supplement to the Report of the
Committee on Economic Security as is the percentage of the people
over 65 who have been granted old-age pensions. That percentage
is the highest in the State of New York; and there it is slightly under
15 percent- In many of the States it is a good deal less than 15
percent.

Senator Black. Fifteen percent of the population or of the aged?
Mr. Witte. Fifteen percent of the people that are over 65 years of

age, or over 70, whatever the State law provides. In half of the
States they have a 70-year limit. That is the case in New York.
In that State 15 percent of the people over 70 years of age have
qualified for pensions. A smaller percentage would qualify if the
pension age were 65 years.

The Chairman. I presume you are thoroughly familiar with the
Townsend plan and have figured out the cost under that plan in

detail.

Mr. Witte. Yes, sir.

The Chairman. I hope you w411 have that data ready, because this

committee is going to invite Dr. Townsend here to make an explana-
tion of his proposition, and then someone ought to be able to ana-
lyze it from the other standpoint, so we will get a full discussion of

the Townsend plan which has agitated the minds of some people.

Mr. Witte. We have just prepared a factual analysis of the Town-
send plan for the House Ways and Means Committee and if you desire
it, I will be glad to insert that in your record.

The Chairman. Not right now. AVe will wait until Dr. TouTisend
has presented liis proposal to us. Go ahead.

Mr. Witte. The conditions of the grants, I think you have dis-

cussed quite thoroughly. The discussion brought out that the chief

concern related to the condition, that the grants must be in an amount
wliich, when added to the income of the applicant and the income of
his spouse or her spouse, shall be sufficient to provide a reasonable
subsistence compatible \\dth decency and health. That is the lan-

guage of the New York and Massachusetts acts.

If that language is deemed by j^ou too vague, then the alternative

is to insert a more definite standard—that a certain amount shall be
deemed to be necessary for a minimum subsistence.
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The thought of the committee in recommending this standard^
which has worked well in New York and Massachusetts, is that it

permits adjustments to varying conditions and to individual cases.

In different portions of the country costs differ greatlj'". Costs differ

within the same State, depending upon conditions. They differ

within the same community, depending upon what other income the
applicant has. This average pension grant does not mean that those
averages are the maximum. The maximum grants are a good deal

higher. The average is low, because many of these people have some
income in cash or in some other form, a house, or something of that
sort.

Senator Gerry. Dr. Witte, do 5^ou consider the Massachusetts and
New York acts as very satisfactory legislation?

Mr. Witte. The New York and Massachusetts laws are two of

the best acts. In some respects they are not as advanced as some
other States. They have 70 years as the age limit and they have
too high residence qualifications. In this respect the act of the State
of Delaware is the most advanced. The actual grants have been
most liberal in New York and Massachusetts and the administration,
on the whole, I think has been as satisfactory as anywhere. As in

most of these matters, the States which enacted the first laws, which
were the pioneers have, on the whole, the weakest laws. That is always
the case. The later laws are an improvement upon the earlier legis-

lation. We enacted our law early, and it does not measure up to the
more recent laws.

Senator Guffey. Mr. Witte, does private charity take care of the
cases in New York from 65 to 70 years of age?
Mr. Witte. Those are taken care of by relief, mostly, at the

present time.

Senator Guffey. Does not the family welfare department of the
Associated Charities take care of a part of it?

Mr. Witte. It takes care of a part of it.

Senator Guffey. How low do they go? Are you famdiar with
that, in the State of New York?
Mr. Witte. I am not familiar with it. Senator. It is a question^

whether you wish a definite standard or whether you wish a more
flexible standard. That is, of course, a question of legislative policy.

1 am presenting to you the thought of the committee. If, in your
judgment, a more definite standard is desirable, that is entirely

within your discretion.

Similarly, on the question of age limits. Our thought has been
that the most important thing at this time is to get the 700,000
people that are now on relief, taken care of in a little better way
than they are taken care of on relief. With so many of the States in

straitened financial conditions, we have felt that many of them
probably cannot take care of all of the old people if you established

a 60-year age limit, for instance, but that again is a matter for your
decision. Half of the States now have a 70-year age limit and half

of them a 65-year age limit; none of them lower. If, in your judg-
ment, you should go lower, you will have to increase the appropri-

ations.

Senator Lonergan. Mr. Witte, has your committee ascertained

the number of eligibles in each State?

Mr. Witte. That can onlj^ be estimated. Senator.
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Senator Lonetioan. Yos; 1 iiiulorstand.

Mr. WiTTE. Wo hnvon't att(Mnptod to ascoitain that. We can

give you an estimate of tl\e number of i)eo|)le over (')") years of age

who are now on relief and that is the group that is the minimum num-
ber who will be able to qualify.

Senator LoNEHGAN. Now, has your committee contacted the author-

ities in a wState to ascertain whether or not each State can stand the

linancial l)urden if this plan is adopted?
Mr. WiTTK. No, sir; 28 States now have laws. The other 20 are

the States in the main where the financial situation is most acute.

They are the more rural States, in which the grant would probably, on
the average, be smaller than in the States that now have such laws.

Senator Gvffey. Dr. Witte, some of the 28 ^States who have passed

old-age pension laws are not actually pajang old-age pensions.

Pennsylvania, for instance, has passed the law, but it is not paying the

pensions.

Mr. WiTTE. Five-States out of the 28 are not really enforcing their

pension laws; 23 States are paying pensions. The States that are

not paying pensions at this time are all States that enacted their laws

very recently in 1933. It is to be hoped and expected that they will

make provisions for paj'ment in time. Five States out of the twenty-

eight are not really enforcing their pension laws.

Senator Guffey. The State of Pennsylvania is one of them.
Mr. WiTTF Pennsylvania is one of them.
Senator King. Dr. "\Mtte, ha\c you contracted the proper authori-

ties in the PVderal Government to see where they would stand, in

\ iew of the tremendous iippropriations called for?

Mr. "\\'iTTE. The President very wisely placed on the Committee
as a member of the Committee, the Secretr.ry of the Treasury. We
have had advice from him on the financial aspects of these problems.

The question of what the States can do is one that of course must be
taken into consideration. I think every State, if you rskcd it, would
say that it could not aflord to pay the bill, that it would like to ha\c
the Federal Government pay the entire cost. I might say, however,

that Congressman Kellar, of Illinois, after consulting us, addressed a

letter to the governors of r.ll the States and asked them what sort of

a pension law they thought the Federal Government should enact.

I am not quoting him exactly, but I think the majority of the gover-

nors of the States indicated that a 50-percent matching basis seemed
fair to them. A majority of the governors also indicated that ft

pension figured on a $30-a-month basis was reasonable. If you so

desire, 1 presume Congressman Kellar would be glad to testify on
that point.

Senator King. l')id the Committee itself send any communication
to the governors of tiie various States, or any agencies in the States,

to obtain their views with reference to this matter?

Mr. WiTTE. No, sir.

Senator Gore. Mr. Witte, do you know that the national dem-
ocratic platform declared for old-age pensions to be taken care of by
State laws alone?
Mr. Witte. It declared in favor of unemployment insurance and

old-age pensions through vState legislation.

Senator Gore. There was no mention even of Federal participation,

the clear implication being it was for the States to pay the cost.
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Mr. WiTTE. The implication that the Federal Government should
not participate may or may not be read into that plank; that is a
matter of opinion.

Senator Gore. It was possible for the committee that had charge
of this in the convention to have said Federal and State, there was
no inhibition on using the word "Federal" in that plan.

Mr. WiTTE. This bill contemplates that the States will enact the

old-age pension laws and administer them, and the Federal Govern-
ment will participate in aiding them to have such laws.

Senator King. You think it wise that the burden be placed on the

States of initiating the law and administering it?

Mr. WiTTE. That is the thought of the Committee, and the

thought of the Committee is, too, that as a practical matter—because
of the financial condition that so many of the States are in, if we are

going to take care of these old people who are in need at this time,

who cannot provide for themselves, whose children do not provide for

them—Federal participation is necessary.

Senator Gore. You do not think the Federal Government is in any
better shape financially than the States that collectively constitute

the whole of the Union?
Mr. WiTTE. Our judgment is that the Federal Government can

carry this burden.
Senator Gore. Is there any resource or revenue that the Federal

Government can tap that does not come out of the pockets of the

people in the several States?
Mr. WiTTE. Of course not, because we are all one country and a

citizen of a State is also a citizen of the United States.

Senator Gore. Yes. If Maine does not see fit to pension their

aged citizens, you think it still ought to be taxed to pension the citizens

in California?

Mr. Witte. This is the same question on which the Congress has

acted in the relief legislation. The Congress had established the

principle that at least in a time such as we are facing now there is a

national responsibility for the care of people who are \vithout means.
This is a plan to provide for the old people without means and who
are not being supported by their own children in a more humane
and better way.

Senator King. There is nothing in the State constitution that would
prohibit them from imposing taxes upon the people within their

own borders to take care of the indigent, is there?

Mr. Witte. The State old-age pension laws have been sustained

everywhere. There was a decision in the State of Pennsylvania,

under a peculiar provision of its constitution, in which its original

old-age pension law was held unconstitutional. Aside from that, the

decisions have all been that old-age pension laws are within the

jurisdiction of the States and are valid.

Senator Barkley. The Federal Government being further from
home it has more courage to levy taxes.

Senator King. You mentioned the advisability of having flexi-

bility in the law, and I think you are right there. That flexibility

would be best carried into effect by a State rather than by the Federal

Government, would it not?
Mr. Witte. This plan contemplates. Senator, that the State shall

pay one-half of the cost at least. That is a safeguard against any
reckless waste of money. If the States bear half the costs, I do not
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think you will have to worry much about granting pensions in cases
whore they are not needed.

Senator King. It is obvious, is it not, that in some States, because
of climatic conditions, labor conditions, and so on, the pensions ought
to be larger or smaller than in other States? For instance, take
Montana, where the clinuite is very severe and coal is rather diflicult

to obtain, the price is rather high and the cost of living would be very
much greater than in some of the Southern States, for instance Florida,
You would believe, would you not, that the people of the State would
be better able to deteiiuijie the extent of the old-age pension than the
Federal Government?
Mr. WiTTE. That is the theory, Senator. Likewise, I want to call

your attention to the fact that for nearly 2 years now you have
admhiistered relief and the relief grants have varied with conditions
all the way from an average of $10 a month, in round numbers, to an
average of about $30 a month, depejiding upon the State. This bill

contemplates that the same adndnistration which has been adminis-
terijig relief shall be charged with the aduiinistration of these Federal
grants.

Senator Gore. Have you found that political pressure had any-
thing to do with the amount granted in the several States?

Mr. WiTTE. I do not believe so. Senator.
Senator Gore. The reason I asked, Oldahoma had 193,000 on the

relief rolls, from figures which I obtained some months ago, and
Kansas, which is almost as large, had 56,000 on the relief rolls;

Nebraska had 13,000; Missouri, with. IK times the population of

Oklahoma, had 77,000; Texas wdth 2}4 times the population of

Oklahoma had 170,000, against 193,000 in Oklahoma. I do not want
you to think that I had am^ reference to collusion.

Senator Black. You would not mean to imply that the political

pressure of manufacturers' associations to granting a liberal pension
might have some efl'ect on it, would you?

Mr. WiTTE. I think we have safeguarded, to the fullest extent that
it is humanly possible, against pressure entering very much into this

picture. The States must first pay half the costs. Then we do have a
possible control by the Federal Government. If conditions should
be such—as I think no one need expect—that grants w^ere being
made for political purposes and denied for the same reason to other
people, the Federal administrator can stop payments. I think, by
and large, we have ample safeguards.

The CiiAiRMAX. Did the Committee divide on the question of the
State and Federal Government paying the same amount? Naturally
a lot of discussion took place around that issue.

Mr. WiTTE. Yes.
The Chairman. Was there much division on that?

Mr. WiTTE. In the Committee itself?

The Chairman. Yes.

Mr. WiTTE. No, sir.

The Chairma.x. Did somebody want the State to put up a larger

peicontagc than that or a smaller percentage than that?
Mr. WiTTE. Well, there was a discussion hrst of the Federal

Governinent matching onlv up to one-third. That was the original

idea.

The Chair.man. Paying one-third?
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Mr. WiTTE. The Federal GovernTpent to pay one-third, Senator.
Later it was felt, with conditions as the v^ are, that the Fcdet-al Govern-
ment, in many States, would probably have to pay reore than one-
third. It is a practical question, a matter of judgment, Senator.

The Chairman. All ricrht, proceed.

Senator Gore. What is the attitude of the National Manufac-
tiu'ers Association, do yon know? I confess my ignorance. If any-
body knows, I would like to have it. He may have better knowledge
than I have.
The Chairman. Thc}^ have requested, as I understand, to come

before the committee.
Senator Gore. Yes. I think they oug'it to be allowed a hearing.

I think they have, in the past, been opposed to old-age pensions.

The Chairman. You may go ahead, Mr. "Witte.

Mr. Witte. With that, I would like to pass over title I. The
Federal grant-in-aid for State old-age assistance to old people whj are

dependent upon the public for support, and go to title III and
section 405.

The Chairman. What page is that?
Mr. Witte. Page 15 for title III, and section 405 is on page 24.

Those are provisions that relate to the second part of the program
for old-age security, the program for a contributory annuity system,
which is proposed to enable people who are not yet old to make their

own provisions, with matching the contributions from their em-
plo3^ers, tov.ard their old age. These provisions will be more ample
than are possible on a gratuitous basis, and free from any element of

charity. The plan calls for the imposition of a tax on employers and
employees, which in the earl}^ years is very low. It starts with one-
half of 1 percent and is increased in 5-year intervals by one-half per-
cent, that is, the combined rate is increased by 1 percent, until you
reach the maximum of 5 percent in 20 years.

The Chairman. When docs it start with one-half of 1 percent,
what year?
Mr. Witte. In the year 1937, and in 20 years it reaches the maxi-

mum of 5 percent.

wSenator Black. What pac'c is that?
Mr. Witte. That is title III on page 15. The first part is tlio tax

on the employee. On page 16, the next section, is the corresponding
tax on the emploj^er. Tliey belong together. Each starts with a
tax of one-half of 1 percent, which is stepped up in 5-year intervals
by an additional half percent.
The plan is not entirely self-supporting until you reach the 5-percent

rate. It takes the 5-percent rate to pay those benefits which are
contemplated under section 405, page 24.

There are two reasons why a lower rate is suggested in the early
years.

First, because we are still in the stage of incomplete business re-

covery, and are imposing a tax for unemployment-insurance purposes
simultaneously. But, primarily, the thought was that it is desii'able

to keep the reserves in this fund within a controllable amount.
The Chairman. Explain to the committee just how it is collected.

Mr. Witte. The collection is left up to the Secretary of the Treas-
ury. The provision occurs in section 304 on page 17. He is author-
ized, if he desires, to introduce the European stamp system of collec-
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tion. The European countries tliat have contrihulory old-age annuity
hiws, and nH)st of them have such hnvs, have instituted a stan.p lH)ok

system of collection. Tiiey arc son ctliini; like the books that the
industrial workers now have, in which their payments of industrial

insuranee aiv rccoi'ded. Fifty n illion people in this country ni (> rarry-

ini; industrial insurance ])olicics.

Many of this »rrou}) that we are dealin*:; with licre, arc quite faiidliar

with that type of collection of contributions.

We are not sayinfj that the Secretary of the Treasury shall adopt a
stamp systeuj. \Vc are not sure that tluit is the best system for this

country, but we are autlioriziuir him to do so.

Senator King, ^yould the adoi)tion of the plan herein suggested
destroy this system which you say now exists in the United States and
which embraces within its operations 50 million of people?

Mr. '\^'ITTE. Oh, no. That relates to industrial insurance, which is

a form of life insurance. Inilustrial insurance is life insurance in

policies of less than $500. The average policies, I think, are less than
$200. It is an entirely different matter.

All that I have in mmd in mentioning industrial insurance is that
the industrial population of this country is not entirely unfamiliar
with something like the European stamp sj'stem of collecting insurance
contributions. It is not a governmental tax that is being collected in

this nnmncr and the contributions are not being collected monthly,
as under the European oid-age insurance laws, but similar collections

are now being made from much tliis same group of people that we have
to deal with. But we are not prescribing that this is necessarily to be
the system.
We are allowing a year to intervene before putting the law into

operation, because in this entire matter of the annidty system there
is a vast amount of further study necessary to determine precisely

the best methods of administration. Above all there will be necessary
a systematic campaign to acquaint the workers and the employers
with the methods that will have to be followed. It was the thought
of our committee that a year's time is ver}^ necessary for this necessary
educational effort.

The collections from certain groups of the employers certainly may
be made without a stamp system. All corporations report innually
to the mcome-tax di\asion of the Internal Revenue Bureau. They
rej)ort the names of all of their employees and the amounts of wages
l)-iid them. For corporations, the easiest method of collection jnay
well be an annual retui-n, in wliich the employer reports for the year
the amount of wages paid to each employee and pays the tax in one
lump sum. In this bill, we require the employer to pay the tax and
authorize hun to deduct it from the wage which he pays the employee.
The Chairman. Give us an example now of a fellow w^ho has a

cook employed, paying him $50 a month. How would that operate?
Mr. WiTTE. Under the P^uropean system
The Chairman (interrui)ting). I am not talking about the Euro-

pean systems. I am talking about this bill if it is put in force; how
would you go about collecting it?

Mr. WiTTE. Under this bill, the Secretary of the Treasury has
discretion as to what method he would prescribe for collection, but
assuming that he should prescribe a method such as is in operation
in the P2uropean countries, the worker—the cook— would annually
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procure from the Government employment office a book in wfiich
there were spaces, probably, for 52 stamps. The employer would
purchase those stamps from the post office. He would not literally
have to paste a stamp in the book every week; he would put in the
proper number of stamps when the cook leaves his employment cover-
mg the entire period. The cook would demand the book. In
Europe, the cook would look at the book and see that the employer
had actually put in the stamps. Annually the book would be re-
newable at the employment office and the old book with the canceled
:stamps in it turned in as the permanent record.

Senator King. Wliat would you do in a case like tliis? Take the
persons who were engaged in the canning business or in the produc-
tion or growth of beets, as the farmers are. They employ during the
seasonal period 2 or 3 or 4 persons to help weed the beets and take
oflF the unnecessary sprouts and so on, and then in the harvesting
they employ a few more. How would you deal with cases of that kind?
Mr. WiTTE. If you deal with them on a stamp-book basis, you

would deal with them as I described. If you adopted the other
method—and this bill would authorize the Secretary of the Treasury
to prescribe one method for one group of employers and another for

another—he would report at the end of the year what wages he had
paid and would pay the proper amount of tax, both for himself and
his employees.
Very frankly, the greatest difficulties will be encountered, at the

outset with the casual employees and with agriculture and domestic
service. In the manufacturing industry, the administration will not
be a difficult matter at all. But in the casual group there would be
a very considerable administrative problem.
Our committee recommended that you include the entire employed

population. Whether you wish to follow our recommendation or

not or whether you wish to make certain exemptions, is, of course,

entirely up to the Congress. For administrative reasons, it may be
necessary to make exemptions at the outset and to try to develop
methods by which you can bring in the groups that are difficult to

handle at a later date. We recommend that they be included, be-

cause whether you employ one cook or one stenographer, that person
grows old just the same as a person in a large factory. Such a person

also needs to make provision for old age; in fact it is within these

groups, that the need for provisions for old age is greatest; but, frankly,

the administrative difficulties cannot be disregarded and you may
wish to exempt these groups at the outset.

Senator Couzens. The State does not participate in those?

Mr. WiTTE. Not at all. This system, once it is established and
becomes customary and people become accustomed to it, does not
involve very much administration. A person reaches the age of 65
only once in his life. You have not the same problem as, for instance,

with unemployment insurance, where you have to follow the person
right along. All you have to have is a record of the prior contribu-

tions when retirement age is reached. You do not have to follow the

insured person as minutely as in unemploj^ment insurance.

The Chairman. This policy is pursued whether the States approve
it or not?

Mr, WiTTE. That is true.

The Chairman. And the tax operates on each person in the State

whether the State approves it or not?
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Mr. WiTTE. Yes, sir.

Tho (^HAiuM.\N. It is oronornl tliroiifrhout the I"^nited States?

Mr. WiTTE. It is the only ])}irt of our ooniniittee's ])ro2:rani in which
\se provide for exohisively Fe<1oral ndmiTiistraliou. In all other parts

of the profrram, we reconinioiul a cooperative Federal and State

system. We recoininend an exclusively Federal system here primarily

because the workinj; life is such a loufj: period, a period extending
normally from about 20 years of a^e to about 05— 45 years. During
such a long iHM-iod of time, a large percentage of our American popula-

tion will shift about very considerably. You would get ver}^ intricate

problems of transfer of records if you attempted to establish an insur-

anf'e system covering 45 years of a person's lifetime on the basis of

State lines. Then again it is a system which after it is once estab-

lished and becomes familiar, can be administered with a minimum
of direct contact with the insured employees.

Senator Couzexs. Have you attempted to figure the cost of admin-
istration in all these activities?

Mr. WiTTE. This activity here?
Senator Couzens. AU of the activities which are incorporated in

the bill.

Mr. WiTTE. The administration of the annuities is a function of

the Social Insurance Board. The Social Insurance Board is respon-

sible for the administration of this sj^stem and also for the adminis-

trotion of the Federal part of unemployment insurance and for further

studies of other forms of social insurance. We suggest an appropria-

tion of $1,000,000 a year for all of the activities of the Social Insurance

Board.
Senator Black. Dr. Witte, returning to the subject of those in-

cluded, it includes those who are employed?
Mr. Witte. Yes, sir.

Senator Black. And includes no other group?
Mr. Witte. Not on a compulsory basis.

Senator Black. What about, for instance, certain sections of

farmers, or a tenant farmer?
Mr. Witte. Neither would be included in this compulsory system.

It is desirable, in order to reduce pension costs, to include these other

self-employed groups, but no effective method of collection from these

self-employed groups has yet been devised anywhere in the world.

One country, Sweden, attempts it through a "head tax", as they call

it, a poll tax, and the collection is very imperfect. The employed
group can be reached, because we can collect from the employer and
authorize him to deduct from the employee. It is again a question of

administration. The desirability of bring in the entire population is

very e\ident, but the difEcidties of doing it are such that we, as yet,

do not know how we could bring in the self-employed.

Senator Black. That is a rather large group that is excluded, is it

not? Have \"ou any figures?

Mr. Witte. This group includes about 40 percent of all gainfully

occupied persons in the United States. Sixty percent are employees
and 40 percent are not.

Senator King. Doctor, in your projecting of this plan, didn't you
have before you populations such as for instance in Great Britain,

Germany, and France that are rather fixed and stationaiy, not so

mobile and transitory as the population in the United States. With-
out mentioning any States, I have in mind a number of States where
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there has been an accretion to the population of from 10 to 20 percent
in the past few 3-ears, and in some other States, because of the mobiUty
and change in conditions, there has been a decrease in population. It

does seem to me with the mobility of the population, and the transitory

character in so many of the States, you would have the utmost diffi-

culty in putting into force this system.
Mr. WiTTE. That is one reason, Senator, why we have not tried to

set up this insurance system on State lines. In a period of 45 years,

a working life of 45 years, people move about in this country a great

deal. Administration of a compulsory annuity system presents a
more difficult problem, as an administrative problem, in this country
than in Europe. It is not an insoluble problem, however. We have
a vast expanse, a larger expanse than any other country in the world
except Russia, and we have a mobile population. We have a popula-
tion which at this time, except for industrial insurance, is not familiar

with the European methods of collection. Establishment of an old-

age-insurance system presents considerable difficulties. But the

alternative is tiiat you will have very large pension costs in the

future years, because of two factors, because the number of the

aged is increasing rapidly and a larger percentage of the old people
will probably be dependent as the gratuitous pension system becomes
more firmly established. If j^ou accept the general principle that it

is desirable that provisions for old age shall be made for the individuals,

then you must come to some system of this sort.

In that connection, I wish to say this, too, that experience in nearly

all countries of the world has been that they started with noncontribu-
tory old-age pensions for people in need, just as we have started in this

country, in the 28 States that have such laws. In the course of time
it becomes so apparent that the costs of noncontributory pensions are

so great, that the country also institutes a contributory system to

take over gradually the burden of these costs. England, for instance,

instituted a noncontributory old-age pension system in 1908. By
1925 it found it necessary to supplement that by a contributory

system. It has both now.
Canada started with noncontributory pensions in 1927. The

Premier of Canada has announced that he will present at the next
session of the Parliament a contributory old-age insurance plan, as

well as an unemployment-insurance law.

Senator King. Doctor, did your committee consider tliis question?

We are in a period of depression and have been for a number of years.

There are some evidences of revival in business, but still a good deal

of apprehension on the part of business people, as well as the popula-
tion generally. Did 3"ou consider that if you project us immediately
into this tripartite or quadruple plan, with all of the machinery and
economics and costs involved, all at once, it might be rather too big

a jump. Did you consider the wisdom of tackling one or two of

these first, getting those plans in operation successfully and then
approach the others in the light of experience, in the light of improved
conditions, as probably they \\ill be; in other words, did the com-
mittee consider the wisdom when we are all prostrate, so to speak,

tied down by economic conditions that are chaining us prettj^ tightly,

did you consider the wisdom of immediately imposing on business

and upon the people these rather heavy burdens rather than approach-
ing the task in the light of our experience and in the light of improved
conditions?
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Mr. WiTTK. We assuredly did, Souii.tor, luid we aiv proposing; a
plan Avhii'li takes into consideiatiiMi tlie element that you are speakins;

of. We proi)ose that the old-atre annuity system shall not he insti-

tuted for a year after the unemploynuMit comptMisation tax j^ets into

operation. Then we propose a I'ate at the he<2:iimin<!; which docs not
involve any cjreat burdens on industry. The rate at the hcpnnins:
under this system is essentially too hnv to hear tlie total costs ulti-

mately, far too low, but we have had in mind, amongst other things
the fact that we want to give industry every chance to recover com-
j>letely before iin])osing very heavy burdens. That has been kept
hi mind, Senator.

Senatoi- Kixc. If the Congress should conclude to separate this

plan and take it up in its natural divisions as you have suggested it,

\\luch ones would you regard as the most important to be taken up
and acted upon promptly?
Mr. WiTTE. We are presenting the complete program for old-age

security in this bill. Obviously the most immediate thing is assist-

ance to the people tluxt are now in need. That is not a very satis-

factory method of taking care of the problem, but first and foremost
we nnist take care of the people that have no means of support.

Senator King. That is the old-age pension?
Mr. WiTTE. That is the old-age pension. The old-age annuity is

necessary to reduce costs, to enable people to make provisions for old
age that are better than the provisions that can be provided on a
gratuitous basis, that arc free from all element of charit3\ Our Com-
mittee has accepted as a thesis that it is desirable that the people
should make their own provisions for old age, with matching contribu-
tions from their employers, and that such a sj-stem is preferable to a
gratuity given to them when they are without means of support.
From every point of view, we suggest that it is desirable to start the
two svstems, not exacth" simultaneously, but very shorth^ after each
other. Vv^orld experience has been that you will come to a contribu-
tory annuity system in time.

Senator King. Upon the theory that old-age pension would be such
a heavy burden that the Government cannot stand it, and therefore

you must supplement it with this plan?
Mr. WiTTE. Not only that, Senator, but also that, after all, the old-

age pension can only be on the basis of need.
Senator King. On the ba.sis of what?
Mr. WiTTE. On the basis of need. The public cannot afl'ord to

pay a pension out of general taxes to everybody that is old regardless

of need, whether that amount be $200 a month or $50 a month

—

the taxpayers cannot afford to pay gratuitous pensions to millionaires.

It is to make better provisions for old age on a better basis than is

possible under a gratuities system, as well as that the cost in time
becomes prohibitive, that you will have to institute a contributory
system sooner or later. It is of course a question for the judgment of

Congress when that should be done. It is the view of our committee
that it should be done practically simultaneously.

Senator Black. Doctor, I was interested in your statement that
obviously the thing to be considered was the need. You stated that
on that basis old age was most imperative. Is it not true that if

you considered it wholly on the basis of need, with reference to the
number who need things, absolute necessities, that the healtli insur-
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ance would stand out more prominently than the old-age pension
even?
Mr. WiTTE. Senator, I was just discussing these three measures of

old-age security. I did not try to judge as between old-age security

and health provisions, old-age security and unemployment compensa-
tion. Only as between the three measures that we are suggesting for

old-age security.

Senator Black. I misunderstood you; I thought you meant that
as affected by unemployment and old age and health.

Mr. WiTTE. Oh, no.

Senator Black. And it is my understanding that your studies show
that so far as actual need is concerned, health insurance stands first

with reference to the number affected and who could be and would
be benefited by a system such as has been proposed.
Mr. WiTTE. That is quite a different matter.
Senator Black. But that is correct, is it not?
Mr. WiTTE. I doubt it. Senator.

Senator Black. Wliat would you think would come first on that
basis?

Mr. WiTTE. Of course, in absolute numbers, at this time, unem-
ployment is the greatest hazard.

Senator Black. But this would not affect those that are now un-
employed. Unemployment insurance is intended to cover those who
are out temporarily, thrown out by technological changes or sliifting

business.

Mr. WiTTE. Unemployment is a very serious problem at all times.

Senator Black. Certainly.

Mr. WiTTE. And old age is something that everybody reaches.

Senator King. If they live long enough.
Mr. WiTTE. Yes, of course; 1 was going to qualify it that way.

But old age is something for which provisions have to be made, and
the provisions have to be very substantial. 1 do not believe that
you can judge it that way, Senator Black. All three are very great

hazards against which safeguards must be provided. It is estimated
that about one-third of the people who are dependent in normal
times are dependent because of sickness. Fully as many are de-
pendent because of unemployment, 1 think. All three of them are

very great hazards and all three should be dealt with in any com-
prehensive program of security.

Senator King. Doctor, recurring to the measures of the bill which
we are now discussing, in what countries has this system been put
into operation, and will you state briefly the success which has
attended the operation of this system?
Mr. WiTTE. 1 placed in the record, Senator, a complete list and

an analysis of the laws of foreign countries. In general, the European
countries have systems of noncontributory old-age pensions and con-
tributory annuities. In the English-speaking countries, other than
Great Britain itself, thus far they have only noncontributory pen-
sions, but Canada is now coming also to a contributory annuity sys-

tem. Some provision for old age, such as we contemplate, is made in

every country of the world at this lime; tlint is, every large countrj^,

other than I believe India and China. It is back in my mind that
Spain makes no such provisions. Some provision re being made in

practically all countries of the world, and in many of them both of

these systems are in operation.
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Senator Couzens. ^\'lul( htu-oiiK's of (he I'liiuls that are collected
iiiuler tiieso annuities if a i)oi'S()n dies hefore Oo?
Mr. ^^ iTTK. That is provided, Senator, in section 405 (c), at the

bottom of pa^e 28. The provision is that, if a person dies, the money
that he has himself contributed, not the employer's money, shall be
returned to him with interest, that is, returned to his estate; similarly
if he dies after he has been uranted an annuity, the money is returned,
to him less the amount that has l)een paid to him as an annuity. In
any event a person always gets back his own mone}^, or his estate
does.

The Chaiuman. What about the employer's money? That goes
into the fund?

Mr. WiTTE. Yes, sir. Returning the employer's money would
add to the cost of these annuities very materially. By not returning
any part of the money you reduce the cost, but it was the thought of
our committee that it would not be satisfactoiy to the workers

—

that they wouhl not be able to understand a system under which
they, or rather their heirs, would not get back their own money with
interest in the event that they should be unfortunate enough to die
young.

Senator Couzens. I still do not understand your answer to Sena-
tor Harrison's questions as to the funds paid by the employer.
Mr. WiTTE. It is returned to the fund.
Senator Couzexs. Then how is it distributed?
Mr. WiTTE. This is a single fund. It is in the fund and it is dis-

tributed to other people. It helps carry the whole pension load.
We keep a separate account of the employees' contributions, in order
to be able to determine the annuity payable to him. W^e keep no
separate account of the employers' contributions. We do not say
that Tom Jones was employed by the Ford Motor Co. and the Ford
Motor Co. contributed this much in his behalf. The only record we
have is how much he paid.

The Chairman. All right, Dr. Witte; proceed.
Mr. Witte. If there are no further questions on this contributory

system, I would like to pass to the third part.

Senator La Follette. I would like to ask you. Doctor, how you
contemplate maldng up this deficit that w411 be in the annuity scheme
because of the low tax which you are imposing in the early years?
Mr. Witte. As the bill now stands that is not made up, and rep-

resents a cost which will begin in the year 1965. Until the year 1965,
there is no cost to the Government. After the year 1965, there wall

be a cost to the Government under the system as it stands. If you
i wish to eliminate that cost, there are two things which you can do.

!
We submitted to the House Ways and Means Committee various

I

tables showing concretely what alternatives there are.

Senator La Follette. Will you see that they are incorporated in

i
this record?
Mr. Witte. I will incorporate them in the record. You can step

up the contribution rates in the early years. That has two features
which many people think undesirable.
The Chairman. If business recovers and wages increase and so

forth, that would be all right, wouldn't it?

Mr. Witte. It would be. One factor is that high rates at the begin-
ning might burden business quite heavily in the early years when
it is desirable to keep the rates low, and the other that you will build



\

204 economic; security act

up reserves veiy fast and these reserv^es are very deceptive, represent-
inp: really a debt of the United States Government to the fund. Yet
these reserves might be regarded by the people on the annuity lists

as a reason for increasing the annuity and other people might want
these reserves to be used for all kinds of purposes. That is the danger
of reserves that mount very fast—and they vvill mount very fast

—

if there are high rates at the beginning, because at that time you have
relatively few people retiring. The people that are now 20 will not
retire until the year 1980. (That is where the year of 1980 comes
from. By that time all of the present industrial population will have
reached the retirement age.) As you build up in the early years you
have a much greater income of the fund than you have outgo. Even
at these rates that we have in here a reserve of $15,000,000,000 will

be built up according to the estin}ates of our actuaries by 1965. If

5^ou step up the rates you build up a much larger reserve and much
faster. It is debatable whether that is desirable. Personally, I have
not felt that the reserves constitute quite such an obstacle as some
actuaries believe.

But that is a question for you to decide. You can eliminate the

cost to the Government under the annuity system by stepping up tl.c

rates. You can eliminate that cost also by not paying any thing at

all to any person who is now beyond middle age in excess of the amount
which his ov/n contributions and those of his employers will buy r.t

age 65, but then you will get very small annuities for the person who
has only been in the system for 5 years. If his average wage has
been $100 a month, he will get an annuity at an initial 1 percent contri-

bution rate of 48 cents, and an annuity of S2.39 \:er nxnth on a 5

percent contribution rate. In these provisions we contemplate a

larger annuity than is "earned" for the person who is now well along

in years. That is the element of cost to the Government, which it

ultimately will have to bear. After the 5 percent rate is in effect the

person who starts at age 20 will pay his own annuity, including his

employers' contribution. The person who is now 55 won't pay his

own annuity and the Government will bear that cost, in the form of

an interest charge on the money really borrowed from the contribu-

tions of the younger workers in these earlier vears of the system.
That is the plan we set up; you can adopt that plan if you wish.

You can avoid any governmental contribution to this system entirel\'.

Senator King. By inceasing the rates?

Mr. WiTTE. By increasing the rates, or by eliminating entirely

partially unearned annuities to people who are half old.

The Chairman. By increasing the rates you will increase the

political agitation to reduce the rates later on and dissipate any reserve

that had been built up.

Mr. WiTTE. That was our fear.

Senator La Follette. Have you furnished any tables of what the

Government will have to meet by years?
Mr. WiTTE. We have tables, yes, sir. These tables that we sub-

mitted to the House Ways and Means Committee, and which you
asked me to insert.

The Chairman. I think Miss Perkins put them in the record.

Mr. WiTTE. I think so. If they are not inserted, we will be glad

to insert them at this point.

Senator King. Does the history in other counrties of this plan, as

well as the other plan here submitted, show tremendous political
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pressure beins: brou}:;ht !)y the IxMiellciMries in ordei- to jiu^jnent the

contributions l)y the State?
Mr. WrrrE. I think not, Senator. There luis not been any increas-

inir of the annuities in other countries, l)ut the other countries in the

main are not ch'inocratie eountri(^s. Tiie Kn<:;hsh-si)eakin<j: eountiies

are.

Tlie Chaiuman. You can he sure that there would be a i)oHtieal

flg:itation on this in this country.
i?enntor Black. On both sides.

The Chairman'. On both sides.

Mr. WiTTE. If you have no fui'ther questions on that, 1 would like

to pass to title 5.

Senator Kixc. There is cue (|ucstion that is not perhaj^s tjennane.

In all ( f these | lans which you have discussed ancl that your Com-
mittee c( nsidered, how did you treat the cases of those who are now
receivini; c( utributic ns from the Federal Government, for instance,

the soldiers, the ex-service men, j.nd the Federal employees? We
liavc, you know, practically 1,200,OCO Federal employees {.nd they
are bemg auj^mented p'catly, unfortunately by bureaucratic methods.
Then vou have a larire number more who are receiving approximately
$000,000,000 or $700,000,000 by reason of compensation—veterans,

and so forth. How do you deal with these cases?

Mr. WiTTE. In the contributory annuity plan, we exclude all

public employees, and we alsa exclude
Senator Kixc. (interrupting). That would include the State and

niunicij^al eniployets, I suppose?
Mr. WiTTE. Yes, for the reason, Senator, that not only do they

very often have their own sj^stems, but also that the P^cderal Govern-
ment cannot impose a tax on State governments. We also exclude
the peo])le that are covered under the Railroad Retirement Act,

which you passed at the last Congress, because you have set up a
special contributory annuity system for railroe.d employees. You
have now, in the Federal Government, two contributory annuity
sj'stems: A sj'stem for the Government emplo^^ecs and a sj'stem for

the railroad employees.
ScnLt<:r Barkley. That is now in the same place where the gold

elf. use is,

Mr. "\^'ITTE. Paits of the ret. I ihir.k Uic suit does net involve the

validity cf the entire act. It involves its aj plicaiicn, but I am not
qualified to discuss thf.t.

Tlie Chairman. Frccccd.
Mr. "W'itve. Title 5 deals with wh^t we coll in cur rcpct, the "vol-

untary annuity system." It is an attcn.pt to make available to people
wl.o cf.nnct be brmrht u.neler the ccn.pulsory system some of the

advrntfges of the compulsory system on a voluntary basis. It is

intendcei piiinniily for the self-employed people of small means.
This prrt of the bill is copied almost verbathn from the War Savings
Certilicate Act of the war time. The intent is to have the Govern-
ment sell annuities on )nuch the same basis as the war-savings certif-

icates were sold—in very small amoimts. This is a class of biisiness

which the commercial insurance comj)anies are not pushing at all

and are not attempting to reach. It is for the people who make })ro-

visions for their own okl age in small amounts. The Dominicm of

Canada has had experience with that sort of a voluntary system. It
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has not been strikingly successful. People do not make provisions on
a voluntary basis for old age as much as they should, but this is an
attempt to make it possible for people to do so.

The Government makes no contribution under this plan, which is

to be entirely self-supporting. The provisions of this title are very
broad; annuities can be sold under any conditions that are deemed
desirable and advisable. They will probably be on sale in the post

offices, and perhaps also in the banks, if they mil cooperate. We do
not expect the voluntary annuity system to become veiy large, at

least not in the early years, until the working people become more
accustomed to annuities, but it will enable those that are far-seeing,

to make provisions for their own old age on a basis on which they can
not now get provisions through the commercial insurance companies.
In that connection I wish to call your attention to the fact that Mr.
Thomas I. Parkinson, the president of the Equitable Life xissurance

Co., one of the largest of our commercial insurance companies, has
issued a statement which was published in the press to the effect that

he believes that the enactment of this legislation here contemplated,
not only the voluntary annuity system but the compulsory annuity
system, will prove as beneficial to the insurance companies as did the

enactment of the War Risk Insurance Act—that it wall make the

public annuity minded, that it will actually tend to increase the

business of the insurance companies rather than the reverse; that this

is a measure which will be beneficial rather than damaging to the

insurance companies. The commercial insurance companies are not
in the field that we intend to cover through these voluntary annui-

ties; they are not selling annuities in driblets; they are not attempting
to reach those classes of the public that we are attempting to reach.

Senator King. I received a telegram—I regret that I do not have
it mth me this morning—from an insurance company indicating

opposition to, I think, this feature of the bill, claiming that it would be
very damaging if not destructive to the business of that corporation.

Mr. WiTTE. Unquestionably there are insurance people who feel

that way, but I would like to insert in the record, if I may,
the statement of Mr. Parldnson.

(The document referred to is as follows:)

[Reprinted from the Philadelphia Record, Jan. 19, 1935]

THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE UNITED STATES

(By Thomas I. Parkinson, President)

Just as the business of life insurance received tremendous impetus from the
successful efforts of the Government to provide a sizable amount of insurance
on the lives of all called to arms through the creation and development of the
War Risk Bureau, so do I l^elieve that social-insurance agitation forwarded by
President Roosevelt and his official associates will result in renewed appreciation
and great stimulation of life-insurance activities, both individual and group.
The citizens of the United States are the best insured people in the world. This

insurance to date has been obtained through the action of the individual or by
cooperation between the individual and the employer at the expense of the
individual or at the joint expense of the individual and the einploycr.
The premiums for individual insurance have been described as self-imposed

taxes paid for the purpose of protecting dependents or for providing against the
vicissitudes of old age. Broadly speaking, all forms of life insurance are social

insurance, but at no expense to the taxpaj^er and to the contrary and most
contradictorily, grist in the mill of the public-tax collector.

These premium payers are the American type of men and women not seeking
charity and therefore providing for themselves. This kind of insurance bulks.
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large as capital for tlic otherwise uiicapitalized. Witliout eajjital and without
insurance, relief in some form of cluirity, public or i)rivate, is necessary. Calling
for relief come those who are seekers of cliarity; come the improvident, tlie

incompetent and, most distressingly, tlie unfortuiuites. These miglit l)e described
as the unemployables—in some not inconsiderable part voluntarily unemployable
for reasons of their own and in larger part as unemployables for various other
reasons.

For this class, social-insurance plans of organized old-age relief offer advantage^,
both to the individual and to the public who pay the i)rice, over disorganized
efforts at charity or relief, individual or institutional. This relief, even on the
basis of mere subsistence, represents a heavy l)ill for the taxpayers, which bill

would grow to a size that would defeat itself were it attempted to carry the
amount of the relief beyond subsistence figures.

This group, whicli I have not too accuratelj' classified as the unemployables,
is not tlie group served by life insurance. They represent a group that are objects
of cliarity aiul tlie fringe between such grouj) and those who are capal)le of
supi)ortiiig tliemselves and desirous of doing so.

Insurance men are ready to lend their experience in the service of this social-
insurance class by assisting in the formation of social-insurance measures along
lines of sanity and workability. As an insurance man, I would say without
hesitation that the efforts to provide through social-insurance measures a more
self-respecting form of relief, a better budgeted charity program, will do much to
arouse public interest in the whole subject of security. In doing this, that over-
whelming number of upstanding men and women who represent the insurance
field will be inspired to look more deeply into their insurance needs and to more
completely provide security for themselves. Thus it is likely, in my judgment,
that history will repeat itself and the impetus given to the cause of life insurance
by the War Risk Bureau in putting a value of $10,000 on the life of every enlisted
man will be accentuated with the result that the present agitation for social-
insurance measures will swell the volume of individual and group life insurance
and annuities.

In doing this, the insurance companies and their agents will not only be bene-
fited by an enhanced business, but the business itself will the better be able to
muster to its support public appreciation of the tremendous national and com-
munity service rendered by life insurance supplied through premium-paying
Americans who, wanting no charity, take care of themselves and those dependent
on them.

This leads me to a final word which must be said despite the recognized neces-
sity of heavy taxation, to wit, that a Government directing itself toward social-
insurance relief and spending the tax])ayers' money in humane measures to
provide some form of securit}' to those who have no other recourse is stupidly
inconsistent in imposing the gross premium taxation on what might be described
as the self-imposed taxes of the premium payer and what therefore has been
accurately described as double taxation.

With reference to unemployment insurance, I need only restate that the term
is a misnomer and that there is no insurance connected with the proposal.
What is meant is unemployment reserves. The collection of these reserves in
good times to tide over—as far as such reserves can be made reasonably to tide
over—forms of temporary unemployment represents an enlightened way of pre-
paring in time of plenty for the famine to come. In such respect unemployment
reserves become a near relative to the insurance family. Measures of this kind,
however, popularly discussed as unem;)loyment insurance, are in no way an
invasion of the field of the life insurance companj\

It may be pointed out, however, that life-insurance policies represent owner-
ship in reserves and, like all possessions, have been called upon in their cash-
surrender values and in their loan values, as well as in the payment of principal
from time to time by death or other form of maturity, to give service to the
unemployed or to those whose fading finances would not be sufficient without
this assistance to meet immediate rcriuirenicnts. Life insurance men are
working for a secured wf)rld. They do yeoman work in provifling sound insurance
widely disseminated and economically and efficiently administered.

Mr. WiTTE (continuing). There are insurance people who feel that
this means competition. There are other insurance people who
beheve that this will not he damaging hut that it will prove heneficial
to the insurance companies. I think the same fears were expressed
at the time of the passage of the War Kisk Insurance Act, but it is now
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generally recognized by insurance men that tlie eflect of the War Risk
Insurance Act was to stimulate the commercial life-insurance business.

We expect that the commercial annuity business will likewise be
stimulated through the enactment of legislation which will bring
home to the people of this country the necessity for making provision
for their old age. That is a matter of opinion, of course. No one
can say definitely whether this will prov e to be the case, or the reverse.

There are people who are fearful that this means compelition for the
insurance companies, but there are also insurance men who hold the
contrary viev/.

Senator Black. Doctor, may I ask you there, since you brought it

up specially, and it might be interesting to know how vrcll the private
insurance companies have made the thing. Do you have a copy of

the advertisement which I have seen frequently, which I think has
been sent to me and delivered by insurance agents, showing the study
that was made of the large group of people, starting as I recall at the

age of 20, showing how few of them had a competence at the age of 65
either from insurance or any other cause.

Mr. WiTTE. 1 have seen that statement.
Senator Black. Have you a copy of that?
Mr. WiTTE. I do not believe I have, but I will try to locate it.

(The document referred to submitted by the witness for the record

is as follows:)

[Reprinted from The Diamond Life Bulletin Service (1934 monthly bulletins) published by the
National Life Underwriters, 420 East Fourth Street, Cincfnnati, Ohio.]

Now, let's look at the situation of 100 average men according to the figures

fiven by the American Bankers Association approving a special investigation
of 20,000 old men, made by Joseph J. Devney, of Cleveland."

According to these figures, at age 65, 42 out of 100 men starting at age 25 have
died, leaving 58 surviving. Of these 58, 8 are independent (or 14 percent of

those surviving); 28 (or 48 percent) have no money but can work; 22 (or 38 per-
cent) have no money and can't work.
Now let's look at the figures at age 75. By this time 07 have died out of the

original 100. Only 3 of the remaining 33 liave money (which is 9 percent) ; 14
(or 42 percent) have no money but can still work; 10 (or 49 percent) have no
money and can't work.

Notice particularly that several who had money at age 65 evidently did not
have it invested in an old man's investment, because the money didn't last.

:|: H= * =!: :|: * *

Let me repeat these figures. They ouglit to make us all think.
At age 65 half of our hundred young men are still li\ing and have no more

money than they had when they started out 40 years 1 efore. They have no
property at all, or not enough to sr.pport them without a job. Where do you
suppose the n)oney went? Of course, we don't know. But there's the picture:

50 out of 58 men left out of the original 100 are '"broke" at 85.

Then look at age 75. Only 3 have moiiey, and 30 have n(;thing at all to live

on. The rest are dead.
Think of what this means. Even if we do have money t.cre at age 35, and

even if we think we're "sitting pretty"—we can't get away from these figures.

This is life and these facts apply to every one of us, because if we live to be 60
or 65 we may be "broke" too, just like so many others. Even though we do
make money in the meantij)ie, we may lose oi;t some place in between. There
has certainly been enough c.\{jerience with losses in tlie ordinary forms of property
during the last 2 or 3 years to make us all "sit up and take notice."
The number of men out of 1,000 alive at each 10-year age period who are

worth $100 or more increases until age 45 is reached, then it declines rapidly.
At 75 fewer men have at least $100 than at 25—notwithstanding they have

had 50 years in whidi to accumulate.
Those who have $1,000 or more increase until 45, remain the same until 55,

then decrease.



ECONOMIC SECURITY ACT 209

Those who have $2,000 or more keej) on iiuTeasiiifi uiilil ').") is reuched, then
derline.

Tliose who have more than $10,000 increase until 55, then detrease, but less

rapidly than those who have less.

PROSPERITY TABLE
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with almost unlimited facilities for surveying the old-age dependency problem,
has made careful investigations. All three agree in general with the figures above.

Senator Black. Do you have any study that you have prepared
showing the number of people that have been taken care of by volun-
tary insurance, how many have not, so that we can reach some kind
of an idea as to how successful it has been in that regard?
Mr. WiTTE. I tliink it is conceded, Senator, that the commercial

insurance companies are not in this field at all at the present time.

Senator Black. I am talking of all of the fields. What I was
getting at was how many people have they reached? I know they
have reached some, but I tliink it would be interesting if we had the
exact figures so that we can study them. Wliat percentage of the
population has been made independent? In other words, has it

been successful up to date to depend entirely upon the voluntary
system in the fields that they do cover? If not, how much has this

shown?
Mr. WiTTE. The extent of the annuity business in tliis country is

relatively small, but it has greatly increased in this period of depression

so that the published figures are completely out of date. We ac-

knowledge that people have during tliis depression become much more
conscious of the necessity of making provision for old age than they
ever were before, and the annuity business has become quite consider-

able in recent years. As to the commercial insurance companies, I

think their experience has been rather adverse in the annuity field.

They have been raising the rates I think twice within the last year
on annuity policies. The experience has not been favorable, but the

business has been expanding.
Senator Black. My question was not intended to be limited to

annuities. If you can get and put it in the record, I would be glad if

we could have the percentage of people who have been insured by
straight life insurance.

Mr. WiTTE. We can give you that.

Senator Black. And the percentage of people who have had health

insurance, the percentage of people who have had accident insurance,

and if you could get the study that was made showing the number
that were dependent after 65 according to the investigations made by
the insurance companies. I tliink it would be very interesting for this

record.

Mr. WiTTE. I think we can locate it, Senator.

As you have no further questions, I have concluded the discussion

of old-age security, which is dealt with as I stated, in these three titles.

Senator King. You have another branch that you would like to

take up, I suppose?
Mr. WiTTE. The bill. Senator, deals with four major subjects, and

we have only dealt with one. Old-age security, unemployment com-
pensation, security for cliildren, and public-health services. All four

of those are dealt with in tliis bill.

Senator King. I think, Doctor, if it meets with the concurrence of

my brethren here, we will suspend at this time, because you could

scarcely get started on those other branches, and we want to get over

to the Senate.

We will meet again tomorrow morning at 10 o'clock.

(Wliereupon, at 11:50 a. m., the hearing was adjourned as noted;

and thereupon the committee went into executive session and ad-

journed at 12 o'clock noon.)
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THURSDAY, JANUARY 31, 1936

United States Senate,
Committee on Finance,

Washington, D. C.

The coinmittoe met, pursuant to call, at 10 a. m., in the Finance
Commit too Room, Senate Office Building, Senator Pat Harrison,
chairman, presiding.

Present: Senators Harrison (chairman), King, Connally, Costigan,
Bynl, Lonergan, Gerry, Guffey, Couzens, La FoUette, Metcalf, and
Capper.
The Chairman. The committee will come to order.

Mr. Witte, you may proceed where you left off yesterday.

STATEMENT OF EDWIN E. WITTE—Continued

Mr. Witte. I would like to proceed with the next subject dealt
with in the bill—unemployment compensation.

Senator Couzexs. Before you start that, Dr. Witte, may I ask if

any consideration has been given by your committee to the care of

the wholly disabled, such as the blind and the crippled and so on?
Mr. Witte. We have in the bill, Senator, an appropriation under

which the Federal Government will for the first time enter the picture

with regard to the care, hospitalization, and physical restoration of

cri])])led children. This is the only provision in the bill specifically

for tlio handicapped.
Senator Couzexs. It has come to my attention that there are

many, many thousands of blind who are wholly indigent, in addition
to others who have both legs or both arms off or one leg and one arm,
and it seems to me they are in a more pathetic situation than even
the old or the aged people are.

Mr. Witte. There is a great deal in what you say. Senator. How-
ever, because these people are the most unfortunate of all, the States
have done more for them than for other grouj)s that are also handi-
capped and also in distress at this time. There is no question that
what is being done for these unfortunates in tliis country is not
enough, and it may be that the Federal Government will ultimately
have to enter that field, too. The great majority of the States have
blind pension laws. They are inadequate in some respects, but after

all, on the whole, very much more adequate than the old-age pension
laws.

Senator Couzexs. Did your Committee give any study to the
question as to that? That is what I wanted particularly to know.
Mr. Witte. We have given very little study to it.

Senator Couzexs. So 3'ou have no information, no statistics, or no
recommendations to make for that group of citizens?

211
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Mr. WiTTE. None directly. In our recommendations we stressed

the importance of the work of vocational rehabilitation that is being
carried on by the Division of Rehabilitation in the Office of Educa-
tion. We called the attention of Congress to the importance of that
type of work in a complete program of preventing destitution and
dependency. Aside from that, Senator, we have hardly touched
the problem.

Senator Couzens. Is it practical to aline the work of those
which I have just described with the work of crippled childrv>:i or
those crippled by infantile paralysis?

Mr. Wttte. I think 3'ou have in mind something like pensions
laws for the blind—

—

Senator CorzExs. Yes.
Mr. WiTTE. Which would require Federal aid. The States have

pension laws for the blind very generally. Not all States, but the
majority of the States, pay pensions to the blind who are unable to
care for themselves, Lud Federal aid would be in the nature of a sub-
sidj" to the pensions granted b}^ the States to the blind.

Senator Couzexs. Isn't that a part of your proposal so far as

infantile paralysis cases are concei'ned?
Mr. WiTTE. The infantile paralysis cases are cases of treatment

and physical restoration.

Senator Couzexs. And do you propose to do that work?
Mr. WiTTE. Through the States: through grants m aid. Eighteen

States are in that picture now, incJuding your State, I believe.

Senator Couzexs. But I see no practical objection to combining
the activities, if they are both physically disabled, both the infantile

paralysis cases and the armless and legless and blind.

Mr. WiTTE. The one difhculty, Senator, is that the program that

we contemplate for the crippled children is essentially medical and
hospital treatment—physical restoration—whereas 1 take it with these

adults that are disabled two things are vitally necessary: One is

vocational training (in which the Federal Government is doing a

notable work at the present time which should be extended), and the
other is direct financial grants to certain of these people who are

permanently disabled and beyond very much chance of being made
self-supporting. That part of the program we have not touched.

Senator Couzexs. In your study have you any figures as to the
extent of infantile paralysis cases that are permanent cases?

Mr. WiTTE. We have figures sho\\-ing that there are between
300,000 and 500,000 children under 16 that are cripples at the present
time.

Senator Couzexs. Have you information as to the adults?
Mr. WiTTE. Permanently disabled adults in the population range

from 6 to 9 per thousand. We did give some thought. Senator, to

the problem of invalidity insurance, which certain European countries
have undertaken, but invalidity insurance presents such great

difficidties that we felt that it was a subject that should be further

studied by the Social Insurance Board. We may have to adopt
invalidity insurance and in time probably \nll do so. The experience
of the insurance companies with this type of insurance, however, has
been very adverse. Invalidity insurance presents great difficulties.

As an outright pension grant, 1 do not know how great the difficulties

would be, but it would involve considerable financial aid by the

Federal Government.
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Senator Couzens. The workmen's compensation acts do not take

care of these permanenth' injiired?

Mr. ^VITT^:. Thov take inadequate care of them. Some com-
pensation is paid for the permanent disahihty mider all acts.

Senator Coizkns. For how lontr?

Mr. WiTTK. That varies very srreatly.

Senat(n- CorzExs. None of them are for life, arc they?
Mr. WiTTE. Yes; some laws are on a life basis, that of the State of

New York, for instance. The majority of them allow compensation
only for limited periods.

Senator Couzexs. That is what I am afraid of. That does not

do any permanent 2:ood for a permanently injured person in industry.

Mr. WiTTE. It helps somewhat. The compensation acts are

weakest in coimection with that group of workere—the ones most
seriously injured.

Senator Couzexs. That is what I understood.
Mr. ^VITTE. The pressure is always to give more monej^ to the

larger nimiher who have minor injuries, because the ones who are

seriously injured are a relatively small percentage. It is a very
serious problem, Senator, and needs further study.

The Chairmax. Let me ask you this. The head of the Public

Health Service was on that Committee, Dr. Cummings?
Mr. WiTTE. He was not on the Committee as such. We consulted

with him.
Tlie Chairmax. ^Vho took the most prominent part with reference

to the matter that Senator Couzens has inquired about?
Mr. WiTTE. The health problems?
The Chairmax. Yes.
Mr. WiTTE. The Public Health Service is within the Treasury

Department, and the Secretarv of tlie Treasury was a member of our
committee, and Miss Josepliine Roche, the Assistant Secretary of the

Treasury, a member of our Technical Board. She took a very active

part in our work.
Senator Couzexs. But the Secretar\^ could not take any active part

in the work?
Mr. WiTTE. He attended nearly all meetings, but, of course, did

not personally do the actual drafting of the legislation, or anything of

that sort.

Senator Couzexs. That is just another step toward the bunk about
transferring the authority to Government officials that do not exercise

the authority granted.
Mr. WiTTE. The Secretary of the Treasury took an active interest in

our work.
The Chairman. And the head of the Public Health was drawn into

the conferences, I assume?
Mr. Witte. Certainly. And we had the cliief statistician of the

Public Health Service in charge of our public-health studies.

The Chairmax. All right
;
proceed.

Mr. Witte. Unemployment compensation is title 6 in the bill:

it starts on page 34.

Before discussing the details of unemployment ^compensation as

outlined in the bill, I would like to present the general concept which
our committee has of unemployment compensation. The committee
does not conceive of unemployment compensation as a complete



214 ECONOMIC SECURITY ACT

measure of protection against the hazards of unemployment. In na
country of the world has unemployment compensation operated as a.

complete measure of protection and it cannot possibly so operate.
The committee in its report

Senator Couzens (interposing). While you are on the point. Yon
say that it is not the complete answer to the problem?
Mr. WiTTE. No.
Senator Couzens. What other step is a complete answer to the-

problem?
Mr. WiTTE. In its report, the committee put first what we called,

"employment assurance." If I may use the figure of speech, unem-
ployment compensation is a front line of defense for a majority of the-

employed population not for all employees. You cannot bring them
all in, but especially in a period of a great depression, you need some-
thing that goes beyond unemployment compensation. Unemploy-
ment compensation can give only limited protection, regardless of

how high you make the rates of contribution. You need something^
beyond that, and our committee called that "employment assurance."
By employment assurance, the committee means a conscious policy

on the part of the Government to stimulate private employment,
and insofar as it can, to provide work for the unemployed when private
employment slackens. Tliis bill is not the complete program of the=

administration for dealing with the problem of unemployment.
The work resolution now pending in the Senate is the other part of the-

program. The $4,000,000,000 appropriation for a work program
represents the major contribution of the Federal Government toward,
meeting the hazard of unemployment. I call your attention to the
fact that this $4,000,000,000 contribution coming out of general taxes

is a larger contribution than any country in the world has ever made-
at any time for meeting the problem of unemployment.

In England, from 1920 to March 31, 1934 (wliich is their fiscal

year), the Government contributed by way of contributions and loans,

to the unemployment-insurance funds a total of £350,000,000 in

round numbers, wliich is less than $2,000,000,000. That is the total

governmental contribution that England has made to unemployment
compensation, and of that sum, in excess of $500,000,000

—

£100,000,000—-is carried on the books as a loan which the fund is to

repay to the exchequer.
The Chairman. That does not apply to any of the possessions?'

That is just as to England?
Mr. WiTTE. That is to Great Britain. In the year ending March

31, 1934, the Government contributed £53,000,000 to the unemploy-
ment compensation fund; in our money, $265,000,000.

In this works program, the Government is making a very large con-
tribution from general taxes to the relief of unemployment. Our com-
mittee in its report conceives that the Government as a permanent
policy should make, if I may use the term, "the maximization of

employment" one of its major contributions toward economic secu-

rity; that it should adopt the conscious policy of trying to stimulate
private employment and providmg public employment when great

emergencies arise.

Senator Couzens. Did your committee give any consideration to

the fixing of an annual income for these workers and making it a
charge against industry?
Mr. W^iTTE. I am not sure that I follow you. Senator.
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Senator Coi'Zens. I say, did your coininittoo give any considera-
tion to givins; the wage worlcers an annual salary and nialdng that
salary in itself a charge against the specific industry in wliich the
worker was employed?
Mr. WiTTE. If, Senator, all industry employed all workers on an

annual salary basis, there would be no problem of unemployment
compensation, or for that matter of unemployment. My salary is an
annual salary; if I should not have work for a day, my pay w'ould not
stop, I have no problem of unemployment.

Senator Couzens. I am not talking about that. I am asking you
if you did give any consideration, your committee gave any considera-
tion, to the practicability of making an annual wage, giving an annual
wage to these workers in industry and making that a charge against
industry?
Mr. WiTTE. We felt that by legislation you cannot reverse the

entire tide. We have in this bill provisions to encourage what we
call guaranteed employment, which is essentially an annual salary
idea.

Senator Couzens. You did study it?

Mr. WiTTE. Oh, yes; we studied it.

Senator Couzens. But of course there is notliing in this bill about
that?
Mr. Witte. No, sir; and we do not think it can be done at this time

by legislation. If industry adopted that policy of placing all of its

employees on an annual salary basis as it does its executives and its

top people, then there would not be any problem of unemployment.
Senator Couzens. I understand that, and that is the reason I was

trying to get at the root of it rather than the remedial schemes you
have developed.
Mr. Witte. If you could devise a method and industry could carry

that load, it would be a solution; but nobody has actually worked out
the plan. Senator.

Senator Couzexs. It is not so difficult?

Mr. Witte. Coining back to the concept of unemployment com-
pensation, we regard it as merely a measure to give a limited benefit

to employees during a period while they have a reasonable oppor-
tunit}' to be taken back within a short time in their old positions.

Unemploj'ment compensation, if it is not to be mere relief, must be
based on the contributions that are received. Unless the contribution
rates are extremel}^ high, the period during wliich compensation can
be paid will necessarily be quite limited.

Based on the e.xperience of the 20's, the period from 1922 to 1931,
a 3-percent rate, such as is contemplated in the bill, would enable you
to pay, with a 4-weeks waiting period, a benefit of 50 percent of the
wage which was earned by this unemployed workman, with a maxi-
mum of $15 a week for a maximum benefit period of only 16 weeks.
That is the calculation based on unemplo3^ment of the period from
1922 to 1931. A 4-pcrcent rate would give you a maximum benefit

period of 26 weeks, a 5-percent rate of 38 weeks.
Those figures have to be understood correctly to get the real

picture. The great majoritj' of workmen w^ho lose their jobs even
in a period of depression are not unemployed for longer periods than
16 weeks. The great majoiitj' of the workmen usually get back to

their old employment or get other jobs before the end of 16 weeks;
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but in a severe depression there are always a considerable number
who do not get jobs during this period. Unless we make unemploy-
ment compensation mere relief, you will reach a time when the
compensation will cease and when the worker will need some other
measure of protection. That is the way in which unemployment
compensation laws have been constructed in every part of the world.

In England, for a time, compensation and relief were commingled.
Since 1931 they have again been sharply separated. Unemployment
compensation is a limited benefit given as a matter of right, without
taking into account the needs or means of the person, whereas relief

in every form always takes into account whether the person needs
public assistance for support. Unemployment compensation as we
conceive it is something that the man should get in cash during such
a period as can be paid for by the contributions. Wliat contribution
rate you wish to establish is within your control. The higher the
contribution rate, of course the longer the benefit period can be.

Senator Costigan. Doctor Witte, do the old-age pension provisions
in the bill rest on the means test?

Mr. Witte. The pensions, but not the annuities. Old-age assist-

ance is based on a means test entirely. We do not propose to pay
gratuitious pensions to people who do not need them; no country in

the world has ever done that. No country can afford to pay gratuities

on any basis other than actual need.
But unemployment compensation is conceived of as a contractural

right, as distinguished from payment on a needs basis.

I want to elaborate this point for just a moment if I may; that the

average worker does not remain unemployed for 16 weeks or any such
period. While there are in periods of depression a great many people

who do exhaust their benefits, even a limited benefit is of great value.

In England a survey was made of the entire group of the insured

workers in November and December 1932. In that year, which was
a year of severe depression, of 12,000,000 insured workers, 350,000
had been unemployed the entire year. Of all persons who were on
the registers at the end of December 1932 and who had been on
continuously in the insurance in the 8 years then ending—which for

England was a period of continuous depression—^32 percent had never
been unemployed sufficiently long to draw any benefits, although the

British waiting period is only 26 days, and 62)^ percent had drawn
benefits for less than 10 percent of the time they were insured.

Senator La Follette. You mean less than 10 percent of the total

time that they would be entitled to that they had been uneinployed?
Mr. Witte. Yes; 81.5 percent for less than 20 percent of the time,

and only 2.4 percent had drawn benefits for 50 percent of the entire

period.

Most unemployment in normal periods is for comparatively short

periods. There are, however, even in normal times some people

who will exhaust their benefits particularly in industries which are

seriously depressed. There were such badly depressed industries in

this country during the prosperity of the twenties. In those industries

there would have been even then many people even with a 6 or 8

percent rate of contribution who would have exhausted their benefits.

Senator Costigan. How does the proposed system work in indus-

tries characterized by seasonal cmploj'ment or unemployment?
Mr. Witte. Unless special precautions or special measures of

protection are adopted, the seasonal industries will draw unduly

i
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heavily on the fuiuls. That has been one of the difliculties in Eng-
hind. Since 1931. the Enjzlish hnv i)rovides that for seasonal indus-

tries, only unemployment which occurs within the normal season of

the industry shall be compensated.
I was in the House of Commons when this bill of 1U31 was debated,

and I recall that the iishing industry of Scotland was brought into

the discussion. On the islands of Scotland there is a very consider-

able fishing hidustry. What was happening was that these fishermen

would work through the season and then at the end they would all

draw unemjiloyment compensation, every year, because there was
no other industry up there except fishing. As the law now stands

in England and as it should be devised in this country, the compen-
sation should cover only the period of the normal season of the

industry, otherwise the funds cannot remain solvent.

Senator Costigan. Does the bill specifically provide for that?

Mr. "NViTTE. The bill leaves the matter of benefits entirely up to

the States. We recommend in our report that precautions be taken
by the States to guard against what we call overliberality—provisions

under which every conceivable worker who can possibly be brought
under unemployment compensation is brought in on the most liberal

terms that you can conceive. The danger will not be that benefits

inadequate or too meager for the funds will be paid in this country,

but that we will make the same errors that the other countries have
made in being overliberal.

The Chairman. Doctor Witte, of course there w^as quite a good deal

of discussion in the committee with reference to the employee con-

tributing toward the fund?
Mr. Witte. Certainly.

The Chairman. And sharp differences of opinion arose with refer-

ence to that issue?

Mr. Witte. In the committee itself?

The Chairman. Yes.

Mr. Witte. Not in our committee. Our committee concluded that

that question could best be handled by the States. In the various

advisory groups, the question was taken up and there were differences

of opinion.

The Chairman. But in this legislation you propose to tax the em-
ployer the 3 or the 1 or the 2 percent or wiiatever it may be according

to business conditions, and not the employee? That is right, isn't it?

Mr. Witte. Yes, sir.

The Chairman. Were there any votes taken in the committee on
that issue?

Mr. Witte. On the issue of what?
The Chairman. Whether the employee should contribute.

Mr. Witte. Whether he should be compelled by Federal law to

contribute?
The Chair.man. Yes.

Mr. Witte. It was discussed. There was not much sentiment in

the committee for such a plan. The general thought was that the

matter should be left to the States.

The Chairman. Can you under this bill leave that matter to the

States?

Mr. W^iTTE. Yes; the States can add to the 3 percent rate paid by
the employers, a contribution by the employees, if they wish.

109780—35—PT 4 3
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The Chairman. But the Federal Government m puttmg the tax
on, put it on the employer?
Mr. WiTTE. That is correct, Senator, but the States collect the

unemployment contributions and the States may, if they see fit, add
a contribution by the employee, and presumably some States will.

Mr. Green in his testimony the other day urged you to adopt a
standard to the effect that the States may not require employee con-
tributions. That is permitted under our bill, if the States see fit to

do it. In Mr. Green's State of Ohio, the Federation of Labor is on
record for employee contributions, and in that State presumably
employee contributions Avill be added to the employer (Contributions^

with the net result that the benefits can be made more liberal.

For purposes of the record, I want to put in at this point figures

which appear in our report but which 1 think should be made clear.

On the basis outlined in the bill which brings in all employees who
employ four or more employees, approximately 16,000,000 workers
would have been covered in the year 1933, which was, as you appre-
ciate, a year of slack employment. If there had been full employ-
ment in that year, somewhere between 25,000,000 and 26,000,000
workers would have been covered. The coverage is narrower than
under the old-age annuity system, because we are putting in the
limit of four or more. The coverage extends to approximately three-

quarters of the employed workers, and approximately one-half of the
people gainfully employed.

In 1933, on the basis of the pay rolls of 1933, a 3-percent contribu-
tion rate would have yielded somewhere around one-half biUion
dollars of revenue. On the basis of the pay rolls of 1929, it would
have yielded a billion dollars, or slightly more than that. If a

system of unemployment compensation had been in vogue from 1922
on, beginning with the pick up of 1922, by 1929 something like two
billion or two and a half billion dollars would have been accumulated,
which would have been available for the payment of compensation
in the first part of the depression period. That fund could not have
remained solvent on a 3-percent contribution rate without greatlj^

reducing benefits. In every country of the world, the unemploj^-
ment compensation funds have been aided by the governments in

this depression period, with the exception of Germany and Italy

where the benefit rates and the benefit periods have been cut down
so greatly that not very much remains of the system except the
machinery. In Germany at the present time with a 6-percent con-
tribution rate, the normal benefit period is only 6 weeks. In Italy,

I think, it is 2 weeks.
Senator Couzens. How do you arrive at four as the figure included

in the bill? Is that an arbitrary number?
Mr. WiTTE. Yes; it is an arbitrary number. It is quite common

in woi'kmen's compensation acts.

Senator Couzens. In other countries?
Mr. WiTTE. In other countries the numerical limitations do not

exist. There is no foreign country that has introduced numerical
limitations; they reach everybody. In this country the numerical
limitation has been very common. It exists in all but one of our work-
men's compensation laws, and we deem it advisable at least at the

outset. Administrative problems become very great when you
o.ttempt to ehminato all numerical limitations. The number of

emploj^ers to be dealt with is enormously increased when you include
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nil of the small employers, without uuTejisiuj.r the mimher of employees
anywhere near the same proportion. The Census does not (Hstinc:uish

between how many emiiloyers there are with four or more, hut it

<rives iii^ures a? to the number of employer^ who have more than live.

Eiijhfy-five percent of all retail establi-ihments employ five or less

employees, but they have only '25 i^ereeiit of the total number of

employees in the retail esta!)lis!iments.

Senator Kixc. About one-(|uai'tei" you me^ii in retail, oi' the entire

number?
Mr. WiTTK. In. the retail industry. Oiie-haif of all the manufactur-

ing establishments in this country emi)loy five or less em])lo3'ees, but
they have only 3.1 percent of the wjtge earners in manufacturinfj. It

is a question of balancins' couiolete covera^'-e a<.'ainst the administra-

tive diflleulties that develop. Our thought has been that there are

enough administrati\^e, serious iidministrative problems to be coped
witi\ i:> the first years of such nn acr, without trying to include all

employers.
The Chairman. Have you given much thought to the proposition

that agriculture should be excluded from this bill?

Mr. WiTTE. Agriculture is quite customarily excluded from
workmen's compensation acts. Our committee felt that agricul-

ture should not be excluded as an industry—that the large agricul-

tural operations should be covered: but that is a question of policy

for the Congress. Under workmen's compensation acts, agriculture

and domestic service are generally excluded, regardless of the number
of employees.

Senator King. But this would not exclude domestic service where
the employer employed more than four?

Mr. WiTTE. The way the bill stands, Senator, it covers every
employer regardless of the industry, who employs four or more
persons. The exceptions are governmental units and industries for

which the Congress may by law establish special systems of unem-
ployment compensation. At this time we are thinking of the railroad

workers. The railroad workers are interested in presenting to you at a
later date a plan of unemployment compensation to cover that indus-

try especially.

The Chairman. Excepting Secretary* of Agriculture Wallace, he
was on tliis committee?

Mr. WiTTE. Yes.
The Chairman. Was there anybody else on the committee espe-

cially trained in agriculture?

Mr. WiTTE. Of the members of the committee, no sir.

The Chairman. That is what 1 mean.
Mr. WiTTE. He represented the point of view of agriculture:-

The C'hairmax. And it was his opinion that agriculture should be^

included?
Mr. \ViTTE. He signed the report with the rest of the members.
The Chairman. Was there any discussion on that question?
Mr. WiTTE. Oh, yes.

The Chairman. A great deal?

Mr. WiTTE. Yes, sir.

The Chairman. No vote was taken on it in the committee?
Mr. WiTTE. The committee was a connnittee of five members, and

you take relatively few formal votes in a group of five members, as I

think vou understand.
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The Chairman. How about the advisory committee? They took
several votes?

Mr. WiTTE. They took informal votes. They never took recorded
Totes, either. »

The Chairman. I understood from some witness—I do not know
whether it was you or not—that we put in the record these votes that
were cast by the different members of that committee on certain
questions. And this question of agriculture is liable to arise, and I

just wanted to get what the viewpoint of the committee was, of the
various committee members, or the advisory committee members on
that.

Mr. WiTTE. The advisory committee had on it Mr. Tabor, the
master of the Grange.
The Chairman. Do you know what his position was?
Mr. WiTTE. On tliis point?
The Chairman. Yes.

Mr. WiTTE. I never heard it discussed by him. The advisory coun-
cil as such paid very little attention to this question.

Senator King. They accepted the views of the committee?
Mr. WiTTE. No; the procedure was that the committee did not

make up its report until after the advisory council had acted.

The Chairman. Go ahead, Doctor.
Senator Couzens. When you arrived at 4, did you have to have

that as a continuous employment throughout the year, or can it be
2 at one part of the year and 4 at another, or how did you arrive at

that?
Mr. WiTTE. The bill provides that for purposes of the Federal tax,

the employer shall be under the act if during any 13 weeks of the year,

he employed 4 persons.

Senator Couzens. Thirteen weeks?
Mr. WiTTE. He must have had 13 weeks in which he employed 4

persons, not necessarily the same persons, but from his pay rolls it

must appear that for one-quarter of the year at least, he had as many
as 4 employees.

Senator Costigan. Does that imply 13 consecutive weeks?
Mr. WiTTE. No sir; any 13 weeks of the year.

Senator Couzens. That is the calendar year?
Mr. WiTTE. The calendar year is the basis of the tax, and the basis

for determining the liability to this Federal tax.

This bill contemplates what the committee has called a "cooperative
Federal-State" system. It contemplates that the unemployment com-
pensation laws shall be enacted by the States and administered by the

States. The Federal Government participates to make it possible

for the States to act. The Democratic national platform was men-
tioned yesterday. The Democratic national platform of 1932 pledges

the Democratic Party to the enactment of unemployment-compensa-
tion and old-age-pension laws by the States. I think the program
here presented is in fulfillment of that pledge. The States cannot
act—experience has shown that amply—-the States cannot act miless

the competitive disadvantage to which the employers within a given
State are subjected by having an unemployment compensation law
while neighboring States do not, is removed.

The Chairman. Do you think the spirit of that part of the plat-

form is carried out?
Mr. \^'ITTE. Yes, sir.
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The Chairman. When the proscription is made from Washington
with reference to the character of lei^ishition that must he passed by
the States, and with reference to the cliaracter of people who must
be ap])ointed to administer the hiw in that State?
Mr. WiTTE. There is a minimum of control in this proposal. If

this meant, Senator, complete control from Washington, obviously,
it would not be a fulfillment of that pledge.

The Chairman'. It means this, doesn't it, that whatever is done
by the States must be approved by the administrator here who is

administering the law?
Mr. AViTTK. Xot in everything that is done, but the law must

conform to certain minimum standards and our committee has been
criticized severely for not having enough standards.
The Chairman. That is one of the important questions that is

])roposed by this legislation.

Mr. WiTTE. Yes, sir.

Senator Byrd. May I ask whether we are discussing old-age
pensions?
The Chairman. No; this is unemployment insurance. I notice

that positions in the administration of the unemployment compensa-
tion law in each case are filled by persons appointed on a nonpartisan
basis. That is one of the prescriptions, isn't it?

Mr. WiTTE. Yes, sir; that is in the bill.

The Chairman. In other words, on the theory that the State was
to adnunister the law within that State; is that right?

Mr. WiTTE. To that extent there is control employment of personnel
on a nonpartisan basis and selection on a merit system—that is the
requirement of the bill itself.

Senator Byrd. Wlio makes the appointments?
Mr. WiTTE. The State.

Senator Byrd. Subject to confirmation by the administrator?
Mr. WiTTE. No, sir.

The Chairman. They must cany out that standard fully?

Mr. WiTTE. Yes, sir.

The Chairman. They must be appointed on a nonpartisan basis?
Mr. WiTTE. Yes, sir.

Tlie Chairman. Wlio is to judge that nonpartisanship basis?

Senator King. The State.

The Chairman. The State; but it must receive the approval here,
is that right?

Mr. WiTTE. The administrative agency, in this case the social

insurance board, must pass upon the question whether the State law
conforms with the requirements that are laid down in the statute.

The Chair.man. So if the law is passed the administrator, or the
social insurance board here, would have the right to look into the
character of the appointments in the States to administer the law in

the States?
Mr. WiTTE. Perhaps, to some extent. That particular provision,

Senator, occurs in a portion of the bill which relates to the administra-
tive fund. This does not go into the question of the approval of the
whole law. It relates to the portion of the bill under which grants
are made to the States for administration costs.

The Chairman. Doctor, the bill says that "no allotment shall be
made or installment paid to a State," except on certain conditions and
requirements.
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Mr. WiTTE. Yes, sir.

The Chairman. That is one of the requirements?
Mr. WiTTE. Yes, sir.

The Chairman (reading):

All positions in the administration of the unemployment compensation law of
such State are filled by persons appointed on a nonpartisan basis, and selected on
the basis of merits under rules and regulations prescribed or approved by the
board.

Your committee feels that that power should be granted?
Mr. WiTTE. The committee makes that recommendation.
Senator Byrd. What is the nonpartisan basis? Is it half Repub-

licans and half Democrats?
The Chairman. You could not get such a board in my State,

Senator.

Mr. V^'iTTE. I do not think it means that, Senator. There is no
such standard.

Senator Byrd. When we speak of nonpartisan boards in States we
speak of giving representation to different parties. It means then
that you would have so many Democrats, so many Republicans, so
many Socialists, so many Communists, so man}^ Prohibitionists, and
the other parties on the board?
Mr. WiTTE. That is not my understanding, Senator. I think the

civil service of the Federal Government meets this requirement.
Under the civil service law the number of civil service employees is

not determined on any such basis.

Senator King. You attempted, did you not, Doctor, in the drafting
of these provisions of the bill, to recognize the fact that the States
did have som.e rights?

Mr. WiTTE. That is the essential purpose of it.

Senator Byrd. You recognize the rights of the States to start with,
but you then give your board power to veto what the States have
done?

Mr. WiTTE. On this matter of the standards to be prescribed our
recommendations will be criticized, as they have already been criticized

before you, on the ground that the standards are too few, and they wdl
be criticized on the ground that the standards are too many. \Vhat
standards shall be prescribed is, of course, a matter for the decision
of the Congress.

Senator Byrd. What would be vour standard of a nonpartisan
board?
Mr. WiTTE. There is no provision that the board shall be non-

partisan in the sense in which you described it. The provision is that
the employees shall be selected on a nonpartisan basis—substantially
a civil-service basis—such as you are familiar with in Federal adminis-
tration, and as now exists in a considerable number of States.

Senator By'rd. Are you going to put them under civil service?

Mr. WiTTE. You cannot literally put all of them under civil service.

If the State has no civil-service law, the State might have some other
method of selecting people for these positions on the basis of merit.

If it has a formal civil-service law, the selections would be made in

accord with the provisions of such law.

Senator Byrd. Suppose you have a Democrat i<- State and they
were selected on merit, in other words, each individual selected was
fully competent to perform the duties of that position and they were
&\\ Democrats, would that be on a nonpartisan basis?
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Mr. WiTTE. Certainly.

Sonator Byrd. Why do you not cut out tlio noni)artisanslup there

and jHit it on the hasis of ellicienry?

Mr. WiTTE. That, 1 think, woulil ho entirely ai2;reeal)le.

Senator iiviu). That woidd make it niueh clearer. When you speak
of nonpartisanslup you call attention to the different political parties.

Senator (iuffey. Doctor, do you think there is such a thing as a

nonpartisan board or a nonpartisan service?

NIr. WiTTE. I think so, yes. That is a matter of opinion.

The Chaikm.\n. We are just trying to find out what is in the bill.

Senator Kixo. Doctor, may I ask you a question. I think probably
you may have covered it. Was the matter debated or considered by
tiie committee formulatinsr this bill as to tho question of whether the

business was intrastate or interstate, and whether there coidd be any
challenge to the constitutionalit}- of the act if they attempted to

enforce the provisions relating to this section of the bill upon indus-

tries or employers which were and who are engaged solely in intrastate

activities?

Mr. WiTTE. You mean the Federal tax?

Senator King. Yes.

Mr. WiTTE. That rests upon the taxing power of the Government,
not on the power of regulating interstate commerce. As you are

aware, Senator, you tax employers regardless of whether they are

engaged in interstate or intrastate commerce. If you devised a
national system of unemployment insurance and actually vested the

administration of an unemployment insurance system in the hands
of the National Government, you could not rest it on the taxing power
alone. You would have the question of whether you were regulating

interstate commerce, but, 1 think, that question does not arise under
the plan we submit.

Senator King. At any rate, that question is confusing to us. Have
you considered the constitutionality of this legislation?

Mr. Witte. Certainly. We had the Attorney General as a member
of the committee.

Senator Coxnally. You say it is dependent on the taxing power.
You mean we can do anything so long as we levy the tax?

Mr. Witte. You have wide discretion under the taxing power.
You are not confined to taxing only industries that are engaged in

interstate commerce.
Senator Conxally. We do not have the power, of course, to tax

if there is any other way to do it. Just because we can tax does not
necessarily mean that we can tax for anything that w^e want to tax.

Mr. Witte. No, sir.

Senator Couzens. Do you not think the limitation of four employ-
ees is unconstitutional, where j'ou can exempt one employer and not
exempt another employer?
Mr. AVitte. The same limitation. Senator, occurs in the workmen's

compensation acts. The decisions of this country- have uniformly
sustained that as a reasonable classification.

Senator Couzexs. You are relying on State constitutions for that

because the Federal Government does not engage in workmen's
compensation laws, so far as the States are concerned. If you are

going to exemi)t one class of employers under this act how can you
defend your position that tliis is an equal taxation?
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Mr. WiTTE. I am hardly qualified to discuss that, Senator, but I

think you have ample precedents in your Federal taxation legislation

for taxation of limited groups. You are not required to tax everybody
if you have reasonable classifications. The question is whether this

is a reasonable classification. An exclusion from a tax law of a group
from whom you would collect less money than the cost of collection,

for instance, would be a reasonable classification. As I said, I am
hardly qualified to discuss that, but I tliink that the point can be
answered.
The Chairman. We make certain exemptions in the matter of

taxation.

Mr. WiTTE. Certainly.

Senator Costigan. Dr. Witte, if 3^ou have already answered this

question it is not necessary to repeat your reply. Have you indicated
how closely the committee was divided in its recommendation of the
unemployment program provided in this bill?

Mr. Witte. At this point I think I ought to make very clear the
organization of the committee and its functioning. I would like to

answer that question quite fully, if I may.
Senator Costigan. I should like to know also what progi-am the

minority of the committee favored.
Mr. Witte. The Committee on Economic Security was created by

an Executive order of June 29. That committee consisted of the
Secretary of Labor, the Secretary of the Treasury, the Attorney
General, the Secretary of Agriculture, and the Federal Emergency
Relief Administrato>;. That committee made a unanimous report;
there was no minority report. That is the only committee that was
asked by the President to make any report. That committee made
a unanimous report, which was presented by the President to the
Congress, with his endorsement of the recommendations contained
therein.

Senator Costigan. There was a committee which reported to that
committee, was there not?
Mr. Witte. There were various advisory groups. The first ad-

visory group provided for in the Executive order was the Teciinical

Board. This is a Board which worked with the committee throughout
in devising the recommendations on which this bill is based. The
Technical Board was constituted of 20 employees in the Government
service. That Board functioned largely through subcommittees.
We had a subcommittee on unemployment compensation, the chair-

man of which was Dr. Alvin H. Hansen, of the State Department,
one of the outstanding authorities in this country on unemployment
compensation, who made an extended study of this subject in the

State of Minnesota before he entered the Federal service. Another
member was Dr. William M. Leiserson, perhaps the best known
authority on unemployment compensation in the entire country,
former chairman of the Ohio Unemployment Compensation Com-
mission; Thomas H. Eliot, the counsel of the Committee on Economic
Security; Dr. Jacob Viner, the assistant to the Secretary of the
Treasury, and Mr. Jensen of the Department of Commerce. Mem-
bers of the Technical Board will testify before you as witnesses.

That Board joins this committee in all its recommendations on this

subject.

We had another group brought in strictly in an advisory capacity

—

the Advisory Council composed of 23 citizens. All these committees
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are listed in the appendix to the report of the committee, which has
been presented to the Cong^ress. The Advisory Council was brought
in to give practical advice to the committee. It was not constituted
of specialists but of laymen. It was brought in at the stage when the
staff, in cooperation with the Technical Board, had worked out tenta-
tive proposals. The Advisory Council held meetings which extended
over a period of about a month. They came back to Washington
four times, and held meetings lasting usually for 2 or 3 days. A sub-
committee held other meetings in the interim. The Advisory Council
tiled a report with the Cabinet committee, if I may so call the Com-
mittee on Economic Security. The advisorv council took informal
votes, no fonnal votes. A vote of 9 to 7 was reported in the news-
papei"s on the so-called "subsidy system" in connection with unem-
ployment compensation. This vote of the Advisory Council in some
manner reached the newspapers, although the meetings of the council
were all executive sessions. A leading newspaper gave the names of

the nine members who are supposed to have voted for the subsidy
system, but did not mention the seven stated to be opposed and did
not mention that six members were absent or did not vote. There
was no roll call vote, but there was a vote of 9 to 7 for the subsidy
system by a show of hands. That was not the final action of the
Advisorv Council. The final action of the Advisory Council is given
in this report that I would like to file with you.
The Chairman. Is it signed?
Mr. "WiTTE. It is not signed at all.

The Chairman. That represents the view of the majority of the
advisorv council?

Mr. WiTTE. The Advisory Council's report on many points, just

as on this point, is a statement of both positions, and a statement that
some members thought this way and some members thought that way.
Many of the members of the Advisory Council filed supplemental
statements. Our committee advised the members of the Advisory
Council that it desired their advice, that it did not desire a formal
report, that it would give consideration to the views of the individual

members of the council no less than to the views of any group, and the

council operated on that basis.

The Chairman. Now, Doctor, the report of the committee and the
recommendations of the committee have been put in the record?
Mr. A\'iTTE. Yes, sir.

The Chairman. That is printed?
Mr. WiTTE. Yes, sir.

The Chairman. I am wondering whether this report, with the state-

ment of the positions of both sides of the Advisory Committee, has
been printed?

Mr. WiTTE. It has not been printed. The Advisory Council made
a formal report, which is not signed, but presented a composite of the

views of all of the members. In addition, some of the individual

meiribers of the council filed supplemental statements and wrote
letters to the committee ; and some of them gave their advice orally.

The Chairman. Have you those?
Mr. WiTTE. The formal statements could be filed.

The Chairman. How about this report?

Mr. WiTTE. We will be glad to file this entire report.
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The Chairman. I think it ought to be filed, because what the com-
mittee wants is every position on this proposition that it can g-et.

Mr. WiTTE. Certainly, if you desire it, we will file it. We desire to
present everything to you that we have and that you may want.

(The document referred to is as follows:)

REPORT OF THE ADVISORY COUNCIL TO THE COMMITTEE ON
ECONOMIC SECURITY, DECEMBER 18, 1934

Part I. Unemployment Compensation.
II. Old-Age Security.

III. Security for Children.
IV. Employment and Relief.

V. Risks to Economic Security Arising Out of 111 Health.
Members of the advisory council: Frank P. Graham, chairman; Paul Kellogg,

vice chairman; Grace Abbott; George Berry; Mary Dewson; Marion B. Folsom;
William Green; Helen Hall; George M. Harrison; Joel D. Hunter; Morris E.
Leeds; Sam Lewisohn; Raymond Moley; Elizabeth Morrissy; George H. Nordlin;
Henry Ohl, Jr.; Right Reverend John A. Ryan; Paul Scharrenberg; Belle Sherwin;
Gerard Swope; Louis J. Taber; Walter C. Teagle; Gov. John G. Winant.

Part I. Unemployment Compensation

All members of the Advisory Council join with the President in holding that
legislation for unemployment compensation, on as nearly a Nation-wide basis as
possible, should be enacted this winter.
We support his statement to the National Conference on Economic Security

that "unemployment insurance must be set up with the purpose of decreasing
rather than increasing unemploj'ment." While we believe that the States
should be permitted a large freedom in choosing the tj-pe of plan they establish,

we strongly recommend that the Committee on Economic Security, in consider-
ing Federal legislation, and that the States in considering State legislation, keep
in mind these two principal objectives:

(1) The plan should promote security by providing compensation for workers
who are laid off.

(2) The plan should serve as an incentive to employers to provide steady
work and to prevent unemployment.
We regard it as settled that unemployment compensation at this time should

be developed along Federal-State lines. In this cooperative undertaking the
Federal Government must assume the leadership. It should make it easier for
the States to act by removing those disadvantages in interstate competition
which are always raised against purely State legislation that involves costs to
industry. This knot should be cut by requiring industries in all States (whether
the States enact unemployment compensation laws or not) to make uniform
pay-roll contributions. The Federal government should enact a law prescribing
minimum standards, and should actively assist the States in preparing necessary
State legislation and in getting their plans into operation. The Federal Govern-
ment should set up an administrative authority, and as suggested bj- the President,
should assume responsibility for the safeguarding of all unemploj'ment reserve
funds and use the.«f* funds to promote stabilization.

The States for their part must assume responsibility for State administration.
Unemployment compensation benefits must necessarily be locally administered
and no large bureaucracy in Washington need be created if this principle is

observed. Subject to necessary minimum standards prescribed in the Federal
law, wide latitude should be allowed the States to e.xperiment with respect to
the particular form and provisions of the unemployment compensation laws which
they may enact. Such laws should, however, be completely divorced from relief.

The Advisory Council makes the following specific recommendations:
Type of Federal legislation.—The Council adopted a motion recommending:
(1) A Federal pay-roll tax.

(2) An independent act providing grants-in-aid to the States for unemployment
compensation and emploj'ment stabilization, and similar grants-in-aid to industry
and plant accounts, conforming to the provision sand standards of this Federal act.

Tlie motion also recommended that the Federal law shall include a stipulation
to the effect that no State shall receive such grants until its State law providing
for unemployment compensation is in effect, together with any other feasible

provisions designed to stimulate prompt State action.
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The majority fiivoring the Kt-doral tax niid Fi'doral grants-in-nid type of legis-
lation (lici so because they believed this type of le^ishitioii wouhl luive advantages:

(a) In dealing on a Nation-wide basis with situations which cross and transcend
State boundaries.

(h) In estiiblisliing and niaintaining tluoufihout tliiy country the cssenti il

mininuun standards.
(,(•) In removing all obstalces to bring the reserve funds into Federal control.
((/) In that it would run less risk of unconstitutionality compared with the

Wagner-Lewis type of legislation when the latter is equally equipped with
jirovisions of minimum standards for the States.

(e> In that Federal collection and Federal control of funds throufUi the power
to allow or disallow grants, would be an important element in National control.

(J) In that it would lend itself more readily to developing a national system
should that Ijecome advisable.
The minority favoring the Wagner-Lewis lyjjc of law belicveis that it is a

general Federal-State measure, utilizing traditional American methods and local
machinery in the administration of labor laws, and has the following advantages:

(«) It jiermits experimentation by the Slates as to the type of State law to be
adopted, waiting periods, the amount and duration of benefits, and as to otlier
latters in which experimentation is desirable.
(b) It secures uniformity where uniformity is essential, namely, the equalization

: competitive costs.

{C) It permits the requirement of all essential uniform standards, such as that
the money collected must be spent for unemployment benefits, the custody of the
funds, and others.

((/) It secures the advantages of Federal supervision with decentralization of
administration, and local responsibility.

(e) It avoids the hazards of an annual appro{)riation by Congress.

(J) It raises substantially the same constitutional questions as the subsidy type'
of bill, but has the great merit that should it be held unconstitutional, the' State
laws would be complete in themselves and would remain operative.

ig) It will result in Federal and State legislatitm this winter, while 44 State
legislatures are meetnig and there is strong public support, which is doubtful
Uiider the subsidy plan, particularly if many detailed standards to wliich the
State laws must conform are inserted in the I'ederal act.

All of the members recognized that each tyi)e of Federal law has distinct
merits, and wished their votes to be interpreted not as necessarily opposing
either ty])e of law, but as i)referring one to the other.

Types of State laws.—We recommend that States be permitted to adoj-.t any
:;e of four types as follows:

(a) State-wide pooling of funds witli or without adjustment of contribution
rates according to experience.

(6) Separate accounts for any employer or group of employers wiio may wish
to establish them, provided financial guarantees, in such manner as the State
administrative agency may require, are given eciual to 15 percent of their average
animal pay roll during the preceding five years or two years, whichever is higher.
A pooled acctnmt for all other employers, with adjustment of contribution rates'
according to experience.

(c) Separate accounts for any emjiloyer or grouj) of emjjloyers who may wish
tu establish them, provided contributions of not less than 1 percent of the pay roll
are made to the pooled account. All other income is to be pooled in such account.
Financial guarantees may be required for the amount which is to he kept in the
separate accounts.

((/) Separate accounts for all employers (or groups of employers) provided con-
tributions of not less than 1 percent of the pay roll are made to a State fund.'

Interstate itnlustiiul and conipani/ account.;.— Interstate industrial and company
accounts which will lie exempt from the requiren)ents of State laws, except as
hereafter stated, and which will be administered under rules and regulations to be
prescribed by the Federal administrative agency, should be authorized in the
Federal act, subject to the following conditions:

(1) Only industries and employers who have a substantial luimber of employees
in eacli of two or more States, shall be permitted to establish interstate accounts.

(2) Interstate industrial and comjiany accounts must make a contribution of 1

percent on their pay roll to the pooled State accounts of States in which they oper-
ate haviiig such accounts.

' A motion to permit a fifth type, permitting separate accounts for all employers without either cii.iran-
tee or contribution;; to any State fund was voted down.
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(3) Interstate industrial and company accounts must give as liberal benefits in

each State in which they operate as required by the law of that State.

(4) Interstate industrial and company accounts must have the approval of

.each State in wliich they operate.

(5) Interstate industrial and company accounts may be set up only with the
approval of the Federal administrative authority.

Reinsurance {equalization) fund.—While it is very desiralile that there should
be a Federal reinsurance fund in order to give equivalent protection to unemployed
workers in all States and industries, tlie practical difficulties are such that the
Advisory Council is satisfied that it cannot be set up at this time. We recom-
mend, however, that the Federal administrative authority study this subject.

STANDARDS IX FEDERAL AND STATE LAWS

Coverage.—The Federal acts should apply to all employers who employ directly,

or indirectly through subcontractors not subject to the law, six or more employees
during any 13 weeks of the preceding year; excluding, however, employees not
engaged in tlie usual trade, business, profession, or occupation of the employer.
The States should be required to have at least as broad a coverage as that pre-

scribed in the Federal law. However, any employment for wliich a separate

system of unemployment compensation may be established by Federal law should
be excluded. Public employees of States, counties, and cities should be made
eligible to unemployment compensation on the same basis as the employees of

private employers. Only the first $-50 of the salary or wage of employees covered
by the act is to be included in the computation of the Federal tax.

A broader coverage than that suggested is deemed desirable by the advisory
council, but practical considerations lead us to recommend that it be limited as

above outlined in inaugurating the system. We recommend, however, that the

Federal administrative authority study the problem of extending the coverage
to the employers of less than six employees. We recommend also that it work
out plans for unemployment compensation to the employees of the Federal
Government, especially those emp oyed directly oxi construction or other work
projects.

A. Types of unem-ploynienl benefited.— (1) Total loss of weekly wages caused
by lack of work, or partial loss of weekly wages caused by lack of work amounting
over a 4-week period to an average of more than 50 percent of the normal full-

time weekly earnings.

(2) Unemployment occurring in the regular work season of the year in trades

in which regularly recurrent periods of slackness occur (the uncompensated slack

periods to be designated by the competent administrative agency).
B. Types of unemployment not benefited.— (1) Unemployment of persons

directly engaged in trade disputes for duration of dispute.

(2) Unemployment caused by discharge for proved misconduct.

(3) Voluntary cpiit without reasonable cause may be uncompensated entirely

or for such period as the plan may designate.

(4) Unemployment during which workmen's compensation or other compulsory
cash benefits are received.

C. Eligibility.— 1. Fulfillment of the following qualifying periods:

(a) Employment of not less than 40 weeks in 24 months preceding claim.

(6) Employment not less than 10 weeks after maximum duration of benefits

in a 12-month period is drawn.
2. Registration at pubic-employment office or other designated place and at

times stated.

3. Able to work and available for work.
4. Unal)le to find suitable employment. Suitable employment means em-

ployment for which the insured is reasonably fitted, and located within a reason-

able distance. No otherwise eligible employee shall be barred from or denied
compensation for refusing to accept new work under any of the following con-

ditions: (1) If the position offered is vacant due directly to a strike, lockout,

or other labor dic^pute; (2) if the wages, hours, and other conditions of the work
oflFered are .substantially less favorable to the employee than those prevailing

for similar work in the locality; (3) if acceptance of such employment would
affect the applicant's right to accept or refrain from accepting or retaining mem-
bership in or observaiice of the rules of an orgainzation of employees.

Contributions.—It was voted that the Federal tax law recommended should
impose a paj'-roll tax of 3 percent on employers who are subject to the act begin-

ning with the year 1936, but with the proviso that if for the year 1935 the index
of production of the Federal Reserve Board shall be less than 90 percent of the
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iiuU'x for 1926, the rate of tax in the first year shall be 1 percent. (Before arriv-

ing at tlie rate of ixay-roll tax suKgostcd, the Council rejected a proposed rate of
') porcfMit and a proposed rate of 4 percent by close votes, after which a rate of

A percent was agreed on.)

The .\tlvisory Council does not reconunend that employee contributions be
provideii in the I'ederal act. A nunil)er of members, however, beheve that
employee contributions should be required, since they would increase the amount
of the period of benefits, and, even more important, they would make the
employees a part of the administration and more elfective in its control. These
members believe further that employee contriltutions would cause the worker to
regard the jilan as partly his (jwn and not as something given to him as a gratuity,

and thus operate to prevent malingering and similar abuses.

On tlu> other luuui, a majority of the members of the Council were opposed to

the principle of employee contributions. They felt that compulsory employee
contributions are unjust, and while they are willing to leave this question up to

the states, are opposed to any provisions for employee contributions in the

Federal law. In their opinion, contributions paid by employers are, in the long

run, passed on to consumers, winle contributions paid by the workers, who can
do nothing to reduce unemployment, cannot be so shifted. Those opposed to
employee contributions regard the cost of unemployment as a legitimate charge
in the cost of production. These members, as well as others sympathetic to-

the general principle of employee participation, felt that with a waiting period
of 4 weeks recommended in the Federal law, employees would be meeting a large

initial share of the risk of broken work and, coupled with the 50-percent loss oC
income throughout the benefit period, should not be further burdened.
Some members voting with tlie majority took the position that while there are

no overwhelming logical reasons against employee contributions there is a practical

consideration in the fact that employee contributions will be necessary in old-age
insurance.
The Advisory Council recommends that it be left optional with the States to

require contributions from employees. In the report of the committee and in

any model bill which it may jiromulgate, it is recommended that attention be
called to the fact that more adequate benefits can be paid if contributions are
increased, whether these increased contributions come from employers, employees,
or the Government. A motion to increase benefits by providing a contribution
from the Federal Treasury itself was voted down by a large majority.

Depository for funds.—The Advisory Council recommends that all reserve funds
should be deposited in the P>deral Reserve banks under obligation tliat they be so
managed as to assist stabilization of business and employment. We recommend
that the Federal Government should arrange so that the unused balances in the
unemployment reserve accounts shall receive interest at 3 percent.

Refunds (credits) to employers who stabilize employment.—In States providing
for industry or plant accounts, under the subsidy type of Federal law a refund
should be paid to employers who have such accounts, and whose reserves equal
to or exceed 15 percent of their total average pay roll during the preceding 5
years or the preceding 2 years, whichever is the higher. In States having pooled
funds, with merit ratings, a similar refund should be allowed to employers who
become entitled to a low rate of contributions because of their favorable experi-

ence. Under a Wagner-Lewis type of Federal act, employers who under the sub-
sidy type of act would be entitled to a refund, should be allowed the same amount
as a credit against the Federal tax.

Benefits.—It is recommended that the standard V)enefits in inaugurating the
sy.stem be based on actuarial calculations for the period 1922 to 1930. This plan
proposed is designed primarily for "normal times", minor depressions, and the
early stages of a severe depression.

In the determination of the standard benefit, it is recommended that the
actuarial computations assimie a waiting period of 4 weeks and a benefit rat« of
50 percent of the average weekly earnings (or in the case of regular part-time
workers, average full-time earnings for that part of the week in which they are

usually employed with a maximum compensation) of $15 per week.
The length of the standard benefits should be based upon the ratio of 1 week

of benefit to 4 weeks of employment, with a maximum standard benefit of not less

than 14 weeks in any consecutive 12 months, except that 1 additional week of
benefit should be allowed for each 2() weeks of employment against which no'

benefit was drawn during the 5 years preceding the filing of the claim. This addi-
tional allowance would enable employees with long and continuous emi)loyment
to receive a maximum of 10 weeks' benefit in excess of the maximum allowed for

standard benefits.
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In view of the wide divergence in the amount of unemployment in different
States and industries, it is recommended that Avide latitude be allowed to States
with regard to the rate of benefits, minimum and maximum benefits, minimum
duration of l:)enefits, ratio of weeks of benefit to weeks of employment, and length
of the waiting period. States should have freedom to substitute their own benefit
provisions for the standard benefit recommended, provided that they satisfy the
Federal administrative authority that there is a reasonable prospect that they
will be able to maintain payment of benefits on the basis prescribed in their law.
In no event, however, is a State law to be approved unless it lias a waiting period
of not less than 2 nor more than 4 weeks, and prescribes a rate of benefits of at
least 50 percent of the average weekly earnings, and a maximum benefit of at
least $15 per week. A minimum rate of benefits should also be included in each
State law, sufficient to enable unemployed workers to maintain themselves and
their families during the period while they are drawing benefits without necessity
of resort to private or public charity.

Actual payment of benefits is not to begin until 2 years after the act becomes
effective.

Prof)a(ionary period.—It is recommended that the length of the probationary
period which employees must satisfy before they can claim any unemployment ben-
efits be left discretionary with the States. In the Federal tax bill no account should
be taken of the p.rohationary period, the taxes to apply to employees during their
probationary period no less than thereafter.

Iriteratnte transfer of employees.—The principle should Vje recognized that em-
ploj'ees who have unused benefit credits should not lose those credits because
they change their employment from one State to another, but no entirely practical
plan to carry out this princii)Ie has as yet been worked out. It is recommended
that the Federal administrative agency be given authority to study this problem
and to promulgate rules for carrying out the princii^le herein stated prior to the
.time when benefits actually become payable.

Guaranteed cmploijment.—It is recommended that the legislation to be enacted
shall permit plans for guaranteed employment to be set up within a State or on
an interstate basis subject to the following conditions:

(1) Employment for at least 55 percent of the maximum period of possible
work during any calendar year computed on the basis of 52 weeks work during
"the year for the standard hours per week worked in such plant or those permitted
under any Federal or State code applicable to such plant, whichever is the higher,
.must be gvuxranteed, and any employees who are not given an opportunitv for

work equal to such guaranteed minimum work period shall be entitled to recover
full wages for the part of the guaranteed employment for which work is not
provided.

(2) Guaranteed employment plans are to be permitted only when the guar-
antee applies to all employees of any company, plant, or separate department
(properly defined) of such company.

(3) Guaranteed employment plans may be established only with the approval
of the State administrative agency, under such financial guarantees as such
authorities may require, except in interstate accounts the approval of the Federal
authority shall also be required.

(4) Where approved plans for guaranteed employment have been put into
operation and their conditions fully complied with, employers maintaining such
plans shall have returned to them, as a subsidy, the Federal excise tax levied
against them.

ADMINISTRATION

State administrations.—The Federal law should require that States must
accept the provisions of the Wagner-Peyser Act and provide for the administra-
tion of unemployment compensation through the Federal-State employment
offices. It should be mandatory that all personnel connected with the adminis-
tration of unemployment compensation be selected on a merit basis, under rules
and regulations to be prescribed by the Federal administrative agency. It

should l)e provided in the Federal act that State administrations must furnish
such statistics and reports to the Federal agency as it may require. The States
should be required further to provide that disputed claims shall be heard and
decided in the first instance either by an impartial paid referee or by a local
committee consisting of an impartial paid chairman and representatives of em-
plo3'ers and employees, or in such other manner as may be approved by the
Pederal administrative agency.
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We also reconuneiid that the Federal act require the States to set up State
and local advisory councils, U'lirostMitativo of cMnjiloycrs, cmjiloyccs, and the
public for State plans, the nicnihers to ho chosen by the State agency; and that
advisory councils, representative of employers ami employees, chosen in a
manner satisfactory to the appropriate (iovernment unemployment compensa-
tion authority shall be set up for all other i)lans. State or interstate.

Federal administradoti.—We reconunend that the national administration of

unemployment compensation be vested in the United States Department of

Labor, and that the responsit)ility for all quasi-judicial and ])olicy decisions be
vested in a representative board, which is to have quasi-independent status, but
is to make all its reports through the Dejiartment of Labor. It is recommended
that this board consist of the Secretary of Lalior, the Secretary of Commerce,
and five members ajipointed by the President for terms of 5 years (vvhicli shall

initially be staggered so that the term of one member shall expire each year).

The Council further recommends that the chairman of the Board shall be
appointed by the President, rather than be ex officio, but recommends to the
President the appointment of the present Secretary of Labor as the first chairman.
No qualifications for membership on this Board are suggested for the Federal

statute, but it is assumed that the President will have in mind that employers and
employees as well as the public should be represented on this Board. We recom-
mend that this Federal Board shall have the responsibility of passing upon State
laws and their administration and of certifying to the Treasurj' their compliance
with the Federal act. It should have like responsibility in regard to interstate

accounts and all other matters left by the act for the determination of the Federal
authority. The Board should be authorized to make studies of employment
stabilization and other pertinent subjects, to publish the results of its studies, and
to otherwise promote regularity of work. The conduct of the employment
offices and the compilation of statistical and other information, however, is to
remain a direct function of the Department of Labor. The intent of this recom-
mendation is to make a separation between quasi-judicial and policy functions
on the one hand, and the direct work of administration on the other, leaving the
former to the new Board and the latter to the Department of Labor.

Admintslrative expenses.—We recommend that a percentage of the proceeds
of the Federal tax shall be retained for the expenses of the Federal and State

Governments in the administration of the Unemployment Compensation Act,

and in sharing in the additional costs thrown on the Federal-State employment
services. The Federal authority should be authorized to set a maximum limit

upon the administration expenses of the State from the amount remitted by the

Federal Government.
Xalional slaiidards.—It is recommended that the standards, conditions, and

recommendations as to State laws, as set forth herein, shall be included in the
Federal bill, regardless of the type of legislation adopted.
The majority of the council are of the opinion that the minimum standards

herein provided should be incorporated in the Federal law, but the council realizes

that as a matter of policy, in order to secure Federal and State legislation, the

Committee on Economic Security may find it advisable to omit or amend some
f these standards in the Federal act.

Assistance to States in the preparation and passage of State legislation.—Since

the plan for unemployment compen,sation we recommend contemplates cooper-

ative Federal-State action, it is essential that the National Government should
actively interest itself in securing the enactment of tlie necessary State legislation.

To this end, we recommend that the Committee on Economic Security frame
model State bills incorporating the various types of legislation permitted, under
the Federal act, and be prepared upon request, to provide actuarial and expert

assistance in the drafting of bills for introduction in the several State legislatures.

Part II. Old-Age Security

Three separate but complementary measures for old-age security are recom-
mended:

(1) A Federal subsidy to the States toward meeting the cost of noncontribu-
tory old-age pensions under old-age assistance laws complying with the standard
prescribed in the Federal statute.

(2) A Federal system of old-age insurance which will he compulsory for all

industrial workers who can be brought under its terms.

f3) A Federal system of voluntary old-age annuities for persons not covered
compulsorily.
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NONCONTRIBUTORY OLD-AGE PENSIONS

There are now 29 States with old-age assistance laws, providing varying
standards of aid to aged persons granted upon differing conditions. Many of

these laws are nonfunctioning; many of the others, through financial pressure,
have cut benefits below a proper minimum, and have long waiting lists of needy
persons; moreover, the financial limitations of many of the States and the
indifference of others, indicate that State action alone cannot be relief upon to
provide either adequate or u)iiversal old-age assistance.

It is recommended:
1. That the Federal Government enter this situation by offering grants-in-aid

to the States and Territories which provide old-age assistance for their needy
aged under plans that are approved by the Federal authority, such plans to
include proposed administrative arrangements, estimated administrative costs,

and the method of selecting personnel.
2. That the grants-in-aid constitute one-half of the expenditures, including

administrative expenses, for noninstitutional old-age assistance made by any
State or Territory under a plan approved by this Federal authority, provided
that in computing the amount of said grants-in-aid, not more than $15 per
month shall be paid in Federal subsidy on account of assistance provided for any
aged persons in such State or Territory, nor more than 5 percent of the total
assistance expenditures for administration.

3. A State or Territory should be permitted to impose qualifications upon the
granting of assistance to needy aged persons, but it should be stipulated in the
congressional statute providing for the grants-in-aid that no plan shall be approved
by the Federal administrative agency unless its old-age-assistance laws and its

administration measure up to the following standards:
(a) Is State-wide or Territory-wide, and if administered by subdivisions of

the State or Territory, is mandatory upon such subdivisions.
(b) Establishes or designates a State welfare authority which shall be respon-

sible to the Federal Government for the administration of the plan in the State;
and which shall administer the plan locally through local welfare authorities.

(c) Grants to any claimant the right of appeal to such State authority.
(d) Provides that such State authority shall make full and complete reports to

the Federal administrative agency in accordance with rules and regulations to be
prescribed by the Federal administrative agency.

(e) Provides a minimum assistance grant which will provide a reasonable sub-
sistence compatible with decency and health, provided that in the event that the
claimant possesses income this minimum grant may be reduced by the amount
of such income.

(/) Provides that an old person is entitled to aid if he satisfies the following
conditions:

(1) Is a United States citizen.

(2) Has resided in the State or Territory for 5 years or more, within the 10
years immediately preceding application for assistance.

(3) Is not an inmate of an institution.

(4) Has an income inadeciuate to provide a reasonable subsistence compatible
with decency and health.

(5) Possesses no real or personal propert}% or possesses real or personal property
of a market value of not more than $5,000.

(6) Is 70 years of age or older; provided that after January 1, 1940, assistance
shall not be denied to an otherwise qualified person after he is 65 years of age or
older.

(g) Provides that at least so much of the sum paid as assistance to any aged
recipient as represents the share of the United States Government in such assist-

ance, shall be a lien on the estate of the aged recipient, which, upon his death,
shall be enforced by the State or territory', and the amount collected reported to
the Federal administrative agency.

4. The cost of the Federal subsidy to the Federal-State noncontributory old-age
pensions will require annual appropriations from the Treasury. If, however, a
Federal compulsory contributory old-age annuity scheme is adopted, and the
fiscal position of the Government indicates financing old-age assistance grants by
borrowing, the reserves of the compulsory contributory old-age insurance scheme
might be utilized for this purpose. If such a borrowing policy is adopted, formal
certificates of indebtedness carrying 3-percent interest should be issued by the
Treasury to the Federal authority administering the compulsory contributory
old-age anuuitv scheme.
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CONTRIBUTOHY OLD-AGE INSUKANCE

A Federal old-aKC-insurance system is recommended, to be instituted at the
earliest date possible, on the following plan:

1. Scope.—Tlie act shall inchido on a compulsory basis all manual wage earners
and those nonmanual wage earners who are emi)loycd at a rate of not more than
$100 per week; provided, however, that no wage in excess of $50 per week shall be
counted for insurance purposes. Wage earners in agriculture, governmental
employment, and railroad service are not included on a compulsory basis.

2. Tax on emploijcrs and employees.—A tax shall be levied on employers and
employees included within the scope of the compulsory provisions of the plan
eqtial to the following percentages of pay roll: 1 ])ercent in the first 5 years the
system is in etTcct; 2 percent in the second 5 years; 3 percent in the third 3 years;

4 percent in the fourth o years; and 5 percent thereafter. Taxes shall be paid
on both pay roll and wages on the assiunption that the weekly wage of a single

worker does not exceed $50.

It is recommended that employers and employees each pay one-half of the
above percentages, with the emj^loyer responsible for the payment of the em-
ployee's tax but entitled to deduct the same amount from the wages due the
employee.

3. Federal contributio)is.—After a contingency reserve of reasonable propor-
tions has been accumulated (approximating one-fifth of the full reserve), the
Federal Government shall contribute annually an amount sufficient to maintain
such a reserve.

4. Benefits.-—No annuities are to be paid until the system has been in operation
for 5 years nor to any worker who has not made 200 weekly contributions. There-
after the following benefits are to be paid on retirement at age 65 or later to worker
(a) who entered insurance before attaining age 60 and (6) on whose account at
least 200 joint weekly contributions have been paid, provided that contributions
made after reaching the age of 65 years shall not affect the amount of the annuity.

It is proposed to provide a larger relative annuity for lower-paid workers by
weighting more heavily the first $15 of weekly wage. In the following description
of benefits, however, the average percentage paid to all wage groups is used in

indicating the annuities payable in each year.
(a) A pension equal to 15 percent of the average weekly contribution wage

(not counting that portion of average weekly contribution wage in excess of $35
weekly) to workers retiring in the sixth year the system is in operation. Pension
percentages are to be increased by 1 percent each year in the next 5 years and by
2 percent each year in the following 10 years, thus bringing the percentage to a
maximum of 40 percent of the joint contributions 20 years afger the system comes
into operation. In no case shall the pension be less than the amount purchasable
by the worker's own contributions.

(6) A death benefit to beneficiaries of insured workers who die prior to retire-

ment ecjual to worker's own contributions accumulated with interest at 3 percent.
(c) A death benefit to beneficiaries of insured w^orkers who die after retirement

equal to the accumulated value of the worker's own contributions at time of
retirement, less the aggregate amount paid to the worker as a pension.

5. Administration.—While the collection of the funds and the control of the
administration will be national, local agencies will be used so far as possible in the
operation of the system. The guaranties recommended would be impossible in

any but a straight national system, since they must be based on the actuarial
experience of the population as a whole. It is contemplated that the old-age-
insurance reserve funds will be invested and managed by the Treasury (or the
Federal Reserve Board) on the same basis as the unemployment-insurance funds.
All other aspects of administration are to be vested in a Federal insurance author-
ity. It is recognized that the administration of an insurance plan for such a
number of persons is a large undertaking, and to prevent duplication aud to

reduce administrative costs it is recommended that the same State and local

agencies handling unemployment insurance be utilized for this purpose. Other
State and local labor agencies will also have to cooperate in the administration.

' This plan of benefits applies only to persons entering the insurance system during the first 5 years of it

operation and is organized to cover the situation of workers who are middle-aged and over at the time that
the system goes into operation. The permanent scheme of benefits not having to meet that situation will,

while following the general plan outlined here, adjust the full annuity to the contributory period of a nor-
mal working life.

100780—35—PT 4 4
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VOLUNTARY OLD-AGE INSURANCE

In addition to the compulsory old-age insurance plan, it is proposed that there
be established, as a related but separate undertaking a voluntary system of

Government old-age annuities, for restricted groups as indicated below. Under
such a plan, the Government would sell to individuals, on a cost basis, deferred
life annuities siiDilar to those issued bj^ commercial insurance companies; that
is, in consideration of premiums paid at specified ages, the Government would
guarantee the individual concerned a definite amount of income starting at, say,

65 and continuing throughout the lifetime of the annuitant.
The primary purpose of a plan of this character would be to offer persons not

included within the compulsory insurance arrangement a systematic and safe

method of providing for their old age. The plan could also be used, however, by
insured persons as a means of supplementing the limited old-age income provided
under the compulsory plan.

Without attempting to outline in detail the terms under which Government
annuities should be sold, it is believed that a satisfactory and workable plan, based
on the following principles, could be developed without great difficulty:

1. The plan should be self-supporting, and premiums and benefits should be
kept in actuarial balance b}^ any necessary revision of the rates indicated by
periodical examinations of the experience.

2. The terms of the plan should be kept as simple as practicable in interest of

the economic administration and to minimize misunderstanding on the part of

individuals utilizing these arrangements. This could be accomplished by limit-

ing the types of annuity offered to two or three of tlie most important standard
forms.

3. In recognition of the fact that the plan would be intended primarilj' for the
same economic groups as those covered by compulsory annuities, the maximum
annuity payable to any individual under these arrangements should be limited
to $100 per month. The plan should be extended to persons of the lowest wage
groups who are able to build up only small annuities, by providing for the accept-
ance of relativel}^ small premiums (as little as $1 per month).

4. The plan should be managed by the insurance authoritj' along with the
compulosry old-age insurance system.
No estimates have been made as to the amount of annuity reserves that would

be accumulated under a plan such as that proposed above. It is believed, how-
ever, that the fiscal problems presented by such reserves would not be serious.

Judging by experience abroad, relatively few persons will voluntarily take out
such annuities, unless the government actively interests itself in promoting them.

PART III. SECURITY FOR CHILDREN

In the last analysis, security for family life, insurance of an environment in

which the rights of children are safeguarded, is the principal objective in an eco-
nomic security program. All the measures which the Council have considered

—

unemployment compensation, an employment and public assistance program,
adequate health measures, and even old-age pensions, which lift the burden of

the support of the aged from those of middle age whose resources are needed for

the care and education of their children—could be described as child-welfare
measures. But in addition to these general measures, certain special measures
are necessary for the iDrotection of children. Two groups of such measures to

be administered by the Children's Bureau of the United States Department of

Labor were submitted to the Council with the endorsement of the Special Advisory
Committee on Child Welfare and in the case of the recommendations as to child

and maternal health, of the Special Advisory Committee on Public Health, as
well as the Child ^^'elfare Committee. These measures which were considered
and approved by the Council are, brief!}-, as follows:

1. Strengthening and expanding of mothers' pensions and of State and local

services for the protection and care of homeless and neglected children and
children whose surroimdings are such as gravely to impair tlieir physical and social

development, through a program supported jointly by Federal grants-in-aid and
State and local appropriations.

Mothers' pensions, designed to bring security in their own homes and under
their mothers' care to children who are deprived of a father's support bj' death,
incapacity, etc., and for whom long-time care must be provided, are now author-
ized by legislation enacted in 45 States. Such pensions are, however, actually
granted by less than half the local units empowered to provide this form of

care, and in many of these the amounts of the grant are inadequate to safeguard
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tiie heullli and wi'lfare of tlie cliildroii. Of the present annual ixpen(iiliires of
approximately $;i7,200,000, local approi)riulions total $31,200,000, and State
ap|)ropriations amoui\t to !f{),000,000. In order to take care of thoKC now on
waiting? lists, poor relief, or eniergency unemployment relief, and those for whom
xistiiiR grants are inadequate, State approi)riations siiould he increased, and it

^ estimated that ai>proximately $25,000,000 a year for Federal grants-in-aid of
liiis })rogram will hv rerpiired for the first 2 years, rising to a posf-il)]e $50,000,000
as the program develops. In this connection, it is notecl that Die Federal (Jovern-
ment, tlirough the Federal Emergency Relief Administration, is now si)ending
much more than $25,000,000 on families probably eligible for mothers' aid.

Fi'<!eral grants slK)uld b(.' conditioned on the State laws being made mandatory on
the local units and on approved plans which would insure minimum standards in

investigation, amount of grants, etc., and after June 30, 1937, State financial

articipation, which migiit take tiie form of equalization grants to local units or
:
er cai)ita grants as the individual States desired. An ap{)roi)riation of $1,500,000

a year is approved for assistance to State welfare departments in i)ronioting more
adequate care and T)rotection of children and strengthening local public child-

welfare agencies.
2. A cliild and maternal health program involving Federal assistance to the

States, and through the States to local communities, in the extension of maternal
and child health service, especially in rural areas was approved. Such a program,
it is understood by the Council, would include (a) education of parents and pro-
fessional groups in maternal and child care, and supervision of the health of ex-

pectant mothers, infants, preschool, and school children and children leaving
school for work, (6) provision for a rural maternal nursing service, (c) demonstra-
tions of methods by which rural mothers may be given adequate maternal care,

and (d) provision for transportation, hospitalization, and convalescent care of

crippled children, in areas of less than 100,000 population. This program should
be developed in the States under the leadership of the State departments of health
or public welfare, in close cooperation with medical and public-welfare agencies
.and groups, and other agencies, public and private, concerned with these problems.
The committee submitting this plan estimated that ai)proximately $7,000,000 a
year will be required for this program, to be increased as the program develops.

Part IV. Employment and Relief

The report of the Special Committee of Employment and Relief Advisory to

1 ne President's Committee on Economic Security was referred to the Council for

iiisideration and after discussion by a subcommittee and the full Council, the
'jjort was adopted in principle.

The main recommendations of the report which are herewitii restated and
' .'iffirmed are:

I. GOVERNMENT EMPLOYMENT PROGRAM

1. All of tiiose on relief who can be employed should be given work. To
. complish this end a governmental employment i)rogram is necessary.

2. Great care must be taken to avoid any governmental work program which
ill nullify its own gains by retarding recoverj-.

3. Programs can be devised which will provide real work for large numbers of

iiie unemployed. In selecting projects the following things should l;e kept in

mind:
n) The })roKram should he varied so that workers of many different skills may

. employed; it should lie widely distrihnited geograpliically; it should I e free as
"ssil'le from retiuirements which cause dela\s and hinder read\ adaptation to
he needs of the unemployed, such as insistence upon self-liciuidation or work by
mtract.
•h) The present program of public works and work-relief projects should be

Tidied and extended as far as possible. Special attention shouUl l-e given to

the processing of sur{)lus products and production for use.

(c) Continuous study .should be given to the adopted or suggested programs of

ther departments of the Federal, State, and local governments. For examj)le,

!ie committee on medical care is recommending the construction of 500 rural

n>pitals and other sanitoria. Work programs relating to the housing needs of

.•mmunities can be greatly developed and tlie rehousing of dependent families

1 slum areas to be torn down is a matter which should be studied.

4. Unless work is separated from relief it loses most of its social values to the
^ )rker. Therefore the Government employment program should be divorced
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completely from relief, and should be set up separately from the public-assistance
program recommended in this report.

5. Candidates for employment should be selected on the basis of their ability,
not their need, but as there probably will not be sufficient Government work to
give employment to everyone not now employed, applicants should be required
to show that they are dependent on their own earnings and that they have had
previous regular work experience.

6. The proper selection of these applicants, and their reabsorption into private
industry cannot be properly done unless the work of the United States Employ-
ment Office and the State employment offices is expanded and strengthened and
the personnel in many States improved.

7. There must be close and constant cooperation between all employment offi-

ces and the responsible authorities in governmental public-assistance departments.

II. EDUCATIONAL PROGRAM FOR YOUTH

The committee believes that the security program should contain special
educational provisions for those between the ages of 16 and 21. By utilizing the
educational facilities which the Nation provides, and strengthening them where
necessary, education could replace work as the element necessary for security for

that age group. In this way a million or more competitors would be with-
drawn from the labor market.

III. PUBLIC ASSISTANCE PROGRAM

It is very important to retain the gains which have been made in the admin-
istration of public assistance in the last few years. The standards of service
are higher and relief more nearly reaches adequacy mainly because there has been
Federal financial aid to the States and supervision of their work. There has also

been State aid and supervision of the counties and townships. These gains can-
not be made permanent without the revision of all the so-called "poor laws" in

most of the States. It is rarely that such an opportunity comes to change a whole
group of antiquated and sometimes inhuman laws. To do that and to retain the
good in the present emergency set-up, a plan is advocated for a Federal depart-
ment or administration through which equalization funds would be administered
to the States. This would be a powerful influence in building up State and local

agencies which would be able in turn to do away with the evils of the present
relief system. Strong State and local departments of public welfare, well organized
on a permanent rather than an emergency basis, should be encouraged as a means
of providing assistance according to the varying needs of families and individuals.

The best known methods are necessary to counteract the demoralization and
insecurity which result from the social hazards encountered. Such assistance

should be adequate, timely, certain, and well administered and the State and
local administrations developed on a permanent basis should be encouraged to

give most careful attention to the selection and training of ciualified personnel.

It is therefore recommended:
1. That there should be a permanent public welfare bureau, department, or

administration in the Federal Government which should administer all Federal
public-assistance funds and coordinate Federal, State, and local public-assistance

efforts; and in which should be focused the development of whatever relationship

should exist as between public assistance and other measures of economic security.

2. That we recommend that the proposed Federal bureau or department of

public welfare be given authority to require a State to consolidate its welfare
functions in one satisfactory permanent department with appropriate local units

as a condition to the use of State and local machinery in the administration and
distribution of Federal funds.

3. That the committee asks support for a unified welfare program. Federal,

State, and local. This should be a well-rounded program, unified administra-
tively as well as financially. The committee believes that JFederal grants-in-aid

are urgently needed not only for unemployment compensation, but also for old-age
pensions, mothers aid, general home assistance, care of homeless children and
adults, and other parts of the proposed unified welfare program. The committee
also expresses its belief that no hard and fast line can be drawn between any of

these categories.

It will not be possible for the State and local governments to assume full

responsibility for those families whose needs would not be met by a work program
but the Federal Government should, through its proposed welfare administration
secure all possible cooperation from these subdivisions of government.
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Part V. Risks to Economic Security Arisino Out of III Health

The Advisory Council wishos to give Ronoral ondorseniciit to the proposals

of the staff aiui its advisory medical, public-health, hospital, and dental com-
mittees relative to public health and medical care. Specifically the Council

approves the proposal for annual Federal api>roi)riations of not less than $10,-

000,000 to the I'nited States Bureau of Public Health for the following purposes:

To the Public Health Service: (1) For grants-in-aid to counties and local

areas unable to finance adequate ])ul)lic-healtli programs with local and State

resources, to be allocated through State departments of heaUh; (2) for direct aid

to States in the development of State health services and the training of per-

sonnel for State and local health work; (3) for additional personnel within the

Service for investigation of disease and of sanitary or administrative problems
which are of interstate or national interest and for detailing personnel to other

Federal bureaus and offices and to States and localities; and
The Council emphasizes the necessity for including in the economic security

program adequate measures for preventing the risks to economic security arising

out of ill health, and believes that these foregoing proposals will contribute to

the development of a national health plan.

The Council also apjiroves the three sets of proposals relative to medical care,

as follows:

1. Further use of Public Works Administration funds for the construction of

public-health and medical institutions such as tuberculosis sanatoria, mental-

disease hospitals, and health centers, where the need is shown to exist and funds

are available for maintenance.
2. Use of Public Works Administration funds for the construction of general

hospitals in rural areas where such institutions are needed but where no hospitals

exist, with ajjpropriations on a decreasing scale for their operation. A prelim-

inary survey shows that there are approximately 500 such areas.

3. Extension of hospital care to persons on Federal Emergency Relief Admin-
istration relief.

The Council wishes to express its appreciation of the assistance being rendered
to the staff by the medical, hospital-, and dental-advisory committees in their

study of health insurance and of other measures for medical care which is still

under way.

Senator Kixg. Let me ask you one question. Were not some of

those individual opinions given without having before them all of the

testimony, all of the evidence, and all of the facts that were brought
before the Technical Board, the technical advisors and the committee
itself? In other words, would they have the entire picture before

them or just some particular point to which their attention had been
directed?

Mr. WiTTE. The answer is that the Advisory Council, of course,

did not spend as much time on this as did the various committees of

the Technical Board. The Technical Board, under the President's

order, assisted the committee in actually working out these problems.

Senator Kixg. As I understand it, the advisory committee was
called together three or four times?
Mr. WiTTE. Yes.
vSenator Kixg. And their time, of course, was limited, as measured

by the large amount of time, the great amount of time devoted to

the matter by the technical advisors and by the committee proper.

Is it not a fact that their advice would be rather limited to some
particnhir phase rather than the entire picture and that they would
not have before them all of the evidence, all of the facts, and all of the

records that had been brought to the attention of the technical com-
mittee and the committee itself?

Mr. WiTTE. I think that is correct, although I want to say that the

Advisory Council members devoted a great deal of time and showed
a great deal of interest in this work. And while the Committee on
Economic Security could not agree with all of them; because they
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themselves were divided, the committee profited by having the
views of all groups presented.

Senator Connally. When 37^011 speak of the '

' committee " you mean
the Technical Committee?
Mr. WiTTE. I mean the committee created by the President, that

is the Cabinet committee, which was asked by the President to make
recommendations to liim.

Senator Connally. I know, but the real work was done by the
Technical Committee was it not?
Mr. WiTTE. The technical work was done by the Teclmical Com-

mittee. Matters of policy were decided, as the order of the President
contemplated, by his Cabinet committee.
The theory on wliich the entire organization was that all decisions

on questions of policy should be made by the elected representatives

of the people. In the first instance, the President of the United
States, advised by his Cabinet committee, passed upon the policies

to be laid before the Congress. The technical people were primarily
there to give technical advice, to assist in gathering the facts and work-
ing out the details. The Advisory Council was a lay group that the
Cabinet committee consulted to get the opinions and views of practical

men and women, many of whom had given some thought to these

problems, but who were not technicians. The theory was that the
President and liis committee alone should make recommendations and
present them to your honorable bodies; and that you, the elected

representatives of tke people, should make the final decisions. The
Advisory Council and the Technical Board were both merely advisory
to the committee and were not expected to make independent reports.

Senator Connally. Did the Cabinet committee agree?
Mr. WiTTE. It is a unanimous report. Senator.
The Chairman. The independent opinion of this advisory board

would be helpful to the committee on certain facts. Of course, we
will give it such weight as it deserves.

Mr. WiTTE. Certainly. Just to clear up this point of the so-called
'

' subsid}^ system '
'

Senator Byrd. Doctor, before you get into that I would like to

get clearly in my mind what jou. mean by four employees; whether
they are permanent employees or whether they are temporary em-
ployees?
Mr. WiTTE. I do not understand what you mean by the four

employees.
Senator Byrd. You have got a provision here that affects only

those employers who employ four employees.
Senator King. Four or more.
Senator Byrd. Four or more. Does that mean four permanent

employees?
Mr. WiTTE. No. The language in the provision, as it stands,

Senator, is that employers are subject to this Federal tax, if, during
the taxable year, they employed four or more employees in any 13

weeks of that year.

Senator Byrd. They have ail got to be employed at the same
time?
Mr. WiTTE. Thirteen weeks of the year. The pay rolls of the

employer must show that there were four or more employees in

13 weeks. The}^ do not have to be the same people; they do not have
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to 1)0 consecutive weeks. If, in 13 weeks, an employer employed four

or more employees he is liable to the tax for that year. You look at

his pay roll and if you lind that for 18 weeks of the year he had four

j)0{)ple or more, then he is subject to the Fed(»ral tax.

The C'uAiHMAX. Suppose my wife had trouble with the cook and
had to ih-e her, and had to hire one every 2 w(vks, and in the ajjixre-

iratc of 18 weeks there were four persons employed to cook, would

i come under the provisions of the act?

Mr. WiTTE. As the bill stands, if you actually had four people at

one time in any 13 weeks of the year, you would be under the act.

StMiator BvRD. Excuse me. 1 want to get this very clear, l^ake,

for instance, partnei-ships. Suppose a man employed 2 himself,

and then liad a partnership with somebody else niul that partnership

employed 2 more men, v.ould they be included?

Mr. WiTTE. It would be the emjiloyees of the partnership. If the

partnership had four or more employees, it would be under the act.

Senator Byhd. Each would be considered separately?

Mr. WiTTE. Certainly. The partnership is a separate business

unit. The partners are not employees, as you, of course, are aware.

In reference to this question of the subsidy S3'"stem to clear up that

matter 1 want to read the resolution which the ad^^sory council

finally adopted on this subject. I will not read the entire resolution,

since you desire the entire report to be filed. The resolution adopted
recites the position of the majority and the position of the minority,

and concludes:

All of the members recognize that each type of Federal law has distinct merits

and wish their votes to be interpreted not as necessarily opposing either type of

law but as preferring one type to another.

That is the linnl action of the council, the only action that appears in

the report of the council. The newspapers reported a division of 9 to

7, but there is nothing stated in the report about any such vote. That
was eliminated by later action of the council.

Senator Conxally. Doctor, go ahead with the subsidj^ business.

Mr. ^VITTE. The "subsidy", as the term is used, in the discussions

of the advisoiy council, is not the usual type of Federal subsidy.

It is a misnomer even to call it a subsidy. It relates not to a grant by
the Federal (iovernment from general revenues to the States, but it

relates to the return of the taxes collected from a State from the 3-per-

cent tax in this bill to the State from which collected.

The dift'erencc between the so-called "subsidy" system and the

system recommended in the bill is not very great. It relates merely
to the way in which you biing the mone.ys collected for unemploy-
ment compensation into the Federal Treasury. Under the plan as

suggested in the bill, if a State has an unemployment compensation
law it collects the money for unemployment-compensation purposes.

It is not a tax at all in the State, it is called a contribution or a pre-

mium rate. This bill provides that money nnist be deposited by
the State in a special account to be held for the State In the Treasury
of the United States.

Senator Connally. And the way you comj)el obedience to that, is

to withhold benefits unless they do comply with this law?
Mr. WiTTE. It is to withhold recognition of the law entitling the

employer to credit.
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The Chairman. If a State is putting on a tax equal to the tax
imposed here, would you then put his tax on?
Mr. WiTTE. Yes. The employer gets credit for the amount he has

paid to the State.

The Chairman. Would you continue the State tax and put tliis

tax on too? And credit the employer with it, or would you just let

the State continue to operate and put its own tax on?
Mr. WiTTE. It is the same situation, Senator, as under the Federal

estates tax. This device is not something that is untried or new in

Federal legislation.

Senator Connally. You are talking about the tax that is going
to build up the State fund, and then you will have in addition to

that the regular Federal tax.

Mr. WiTTE, I would like to explain that.

Senator Connally. That is what I want you to do.

Mr. WiTTE. It is parallel to the situation you have with reference

to the Federal estate tax and the State inheritance taxes. You im-
pose a Federal estate tax under the law you now have in operation,

which has passed the test of the Supreme Court of the United States.

Since 1924, you provide that in payment of the Federal estate tax a
credit shall be allowed up to 80 percent of the Federal tax for amounts
paid to the States under their State inheritance-tax laws. Similarly

it is here proposed that a 3 percent tax be levied by the Federal
Government. A credit is to be allowed against that tax for payments
made under State unemployment compensation acts, and that credit

is to be up to 90 percent of the amount of the Federal tax. In any
event the Federal Government will collect at least 10 percent of the
tax which it imposes. If the State has no tax at all it will collect the

entire 3 percent. If the State collects a tax of only 1 percent, then
the Federal Government will collect the other 2 percent. It is a
provision wiiich parallels directly the macliinery you have under the

Federal estate tax law, which, in the case of Mellon v. Florida, was
held in the unanimous decision of the United States Supreme Court
to be within the constitutional powers of the Congress.

Senator Connally. Of course, it is designed to coerce the States
into commg in.

Mr. WiTTE. You can use that phrase if you w^ant to.

Senator Connally. I will change that to "induce".
Mr. WiTTE. The primary motive is little different from that.

The primary motive is to make it possible for the States to act. Bills

for uneznployment compensation legislation have been introduced
in the leading industrial States of this Union in practically every ses-

sion of the legislature since 1921. I think that is literally true in

States like Massachusetts and New York. While it is not literally

true in every State, there have been unejnployment compensation
bills in substantially all States since 1920, particularly since the

present depression set in. Only one State has so far enacted such a
law. The reason why the other States have not acted is that unem-
ployment compensation involves a very heavy charge upon the
employers, and no State can act—as a practical matter, very few-

States will act—so long as the Federal Government does not remove
the disadvantage to which employers in such a State are under in

interstate competition. That is the essential reason why the State

has to enter the picture. If you really wish to have unemployment
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compensation laws through State legishition, as was pledged in the
Dejnocratic platform of 1082, the Fodoral (lovemment must par-

ticipate in some such way as we here suggest.

Senator Coxxally. In other words, one State is not going to pass

the hnv hecause it will put it under a handicap with respect to other
States, and therefore, in order to make this thing ed'cctive, the Federal
Government comes in and does impose conditions which make it of

advantage to the States to come in?

Mr. WiTTK. Certainly.

Senator CoxxALLv. Whether you use the word "induce" or

"coerce'' the result is the same. The State says, "Well, we are

going to pay the 3 percent tax anyway, or the Government is going
to take it away from us, so we will pass it ourselves." That is the
philosophy of the bill?

Mr. WiTTE. The philosophy of the bill is to make it possible for

the States to act.

Senator Coxnali.v. T am not in disagreement with you. I am
trying to get a full understanding of the l)ill.

The Chair.max. Did the Uf^publican Party, in its platform give

an expression on that proposition?

Mr. WiTTE. Not directlv.

Senator Coxxally. Did it do anything about it?

Mr. WiTTE. The National Committee of the Republican Party,

in a statement issued in June 1984 which I will be glad to put in the

record issued a statement pledging the party to the enactment of

social-insurance legislation along lines in ac<:'ord with traditional

American policies. T interpret that to mean an endorsement—not
necessarih'' this program—but an endorsement of the essential ideas

here presented.

The Chairmax. I did not catch who it was that issued that state-

ment.
Mr. WiTTE. The Republican National Committee, in a public

statement prior to the last congressional campaign, in June 1934,

which I will be glad to put in the record.

The Chairmax. I do not thmk anybody is going to question your
statement. It does not add anything to it.

Senator La Follette. Is it not a fact, Dr. Witte, that one of the
chief objections at the time when the Wisconsin act was under con-

sideration, upon the part of employers, was that it would place them
at an economic disadvantage with all of the States in contiguous
territor\^ who are manufacturing similar commodities?
Mr. Witte. Not only in Wisconsin, but that same argument has

defeated unemployment compensation bills in every State of the

Union. I think 11 commissions prior to tliis year, State conunis-

sions, interim legislative commissions, reported in favor of unemploy-
ment compensation. In the legislative sessions of 1933, one house of

the legislatures of seven States passed an unemployment compensa-
tion bill, only to see it defeated in the other house. Unless 3^ou re-

move that great obstacle to State action you cannot or are not likely

to have unemployment compensation laws along State lines.

Senator Kixc. Doctor, you mentioned the act of the British

Parliament with respect to unemployment insurance. Did that plan

work satisfactorilv?
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Mr. WiTTE. It all depends, Senator, on what you mean by "satis-

factorily."

Senator King. Were the benefits derived from it so great that the

people generally accepted it, at least as a step in the right direction?

Mr. WiTTE. Unemployment compensation is thorouglily estab-

lished in Great Britain. It has survived numerous changes of

governments. As man-made institutions go, and a new institution,

it has been successful. Every country in the world that enacted an
unemployment compensation law still has such a law with the excep-

tion of Russia. Russia enacted an unemployment compensation law
but no longer pays any benefits, but it is the only country in the world
that has done that.

The Chairman. Have any States tried it?

Mr. WiTTE. There is only one State that enacted a law.

The Chairman. That is Wisconsin?
Mr. WiTTE. Yes. Contributions became payable under the Wis-

consin law on Julj^ 1, 1934. Benefits are not yet payable. You
have had really no test to date, except that the Wisconsin law has
proven reasonably satisfactory to the employers. The employers
have not even taken the act to the courts.

The Chairman. How do you raise the money in Wisconsin?
Mr. WiTTE. Through a 2-percent-contribution rate on employers.

In the States the term "tax" is not used, it is a "contribution."
The Chairman. Is it on the pay roll?

Mr. WiTTE. Yes, sir.

The Chairman. And the employee pays nothing for that?

Mr. WiTTE. Not in Wisconsin. Some bills in other States have
proposed employee contribution. The bill, for instance, in the State

of Oliio, proposed by the commission of which Dr. Leiserson, a mem-
ber of our Technical Board, was chairman, recommended employee
contributions. As this bill stands the States can put in employee
contributions if they so desire.

The Chairman. Well, you say the manufacturers and the em-
ployers generally in Wisconsin approved the law, or they have sub-
mitted to the law.

Mr. WiTTE. Their opposition is certainly not very vociferous at

this time.

Senator La Follette. It is felt today that they have cooperated,

isn't it, Doctor?
Mr. Witte. Certainly, they have cooperated.
The Chairman. When was that bill passed?
Mr. Witte. In 1932; in a special session of 1932, and it became

effective July 1, 1934.

Senator King. So there has not been an opportunity to test the

efficacy of it?

Mr. Witte. No. The rate of contributions is 2 percent. A State

putting in a law, with neighboring States having no law at all, would,

obviously have to start with a system of very low benefits and very
low contributions. It could not do otherwise. It is remarkable that

even one State was willing to try it alone.

The point I am making and that our committee has in mind is that

you cannot have unemployment-compensation laws by the States

unless the Federal Government will remove the disadvantage that

a State is under through enacting such a law.
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Senator I\.iN(i. Doctor, I suppose your committee recognized the

fact that a dual form of cjovernmont such as we have here presents

diliicuhios over those which nvouM he realized in a unitary form of

government, for instance in (Ireat Britain and j)articularly in (ilermany

now. where the States have all heon destroyed, where you ha.ve a
concentrated authority, and the same in Italy, it would he more easy

to put into operation the unemployment insurance tax and the henefit

in those countries than it would in a country such as ours, a hj'oad

country such jis ours, with a dual form of government?
Mr. WiTTK. Certainly. We have the problem of enacting laws

Through the States. Tliat is the traditional American method of

dealing with labor i)rohlems and it does ])resent difficulties, but it

probably also. Senator, has advantages. If you were to attempt to

wiite a national law at this stage 1 think you would find, as have all

of these groujis, great dilhculties in reaching an agreement upon all

essential points that should go into such a law.

I call your attention to this one illustration: Mr. Green, in his testi-

mony the other da}', urged that the Federal Government should insert

as a standard in this bill that there should be no employee contribu-

tions. Of the members of the advisory council who took the same
position as he did on this question of subsidy only one member voted
with Mr. Green against employee contributions. All desired more
standards, but they were not in agreement what these standards
should be.

In leaving this matter of employee contributions to the States, some
States will provide for it and others will not. In the State of Ohio
labor is on record for employee contributions. In the State of Wis-
consin labor opposed it. In the State of New York labor is now
t»p]H>sing em])loyee contributions. That illustrates the difficulties of

having many specific standards in the Federal bill.

The Ghairmax. I suppose the members of this committee realize

tlie many difficulties that even we have got to solve in this problem.
Mr. WiTTE. Certainly.

Senator Connally. Doctor, you favor the employee contributions?

Mr. WiTTE. Personalh^?
Senator Conxally. Yes.
Mr. WiTTE. Our committee, and I am representing the committee,

leaves that up to the States. My personal conviction is that employees
should not be asked to contribute.

Senatfu- Coxxally. They should not contribute?
Mr. WiTTE. That is my i)ersonal conviction. I think that you

would get a better system ifyou did not ask for employee contributions.

Senator Coxxally. If they did not contribute anything there

woukl be a lot of chiseling. If they do contribute each workman
woidd be sort of prompted to see that no one gets on that is not

entitled to be on. Is there anything to that proposition? I have
heard that, at least.

Mr. WiTTE. That is an argument that is made on one side. On
the other, there is the argument that when a man has contributed,

no matter how small the contribution is, he will think that he ought
to get something out of it. It might increase chiseling. On all

such questions we are now debating in the abstract, we do not know
what will be the actual result. We do not know whether employee
contributions will work hotter than a system of not havimi- employee
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contributions. Until we have actual experience, we are just express-
ing opinions. You may be right and I may be right. It is a question
of mere opinion.

The Chairman. Have you any examples or illustrations to offer

of some of the large institutions, or just ordinary institutions, as to

what the amount of their pay roll is and what this 3 percent would
amount to in a year?
Mr. WiTTE. I gave you the figures, Senator, for the entire country.
The Chairman. You have put those figures in the record already?
Mr. WiTTE. Yes. In a large institution, of course, it would depend

upon how large their pay roll is.

The Chairman. Let us take some particular institution. Let us
take, for instance, General Motors. What is the pay roll of General
Motors?
Mr. WiTTE. I haven't very good figures on General Motors. I

presume General Motors has somewhere around 100,000 employees at

tliis time, and their pay would average better than a thousand dollars

per employee. Figuring a thousand dollars per employee, a 3-percent
tax would amount annually to $3,000,000.

Senator Gerry. Doctor, do you take into account the highly paid
executives who are on the pay roll?

Mr. WiTTE. Yes, sir; we take the whole pay roll.

Senator Connally. I asked that question the other day. I got
the idea from Miss Perkins that you exempted the executives. I

asked why you exempted the executives.

Mr. WiTTE. Not in unemployment compensation.
Senator La Follette. That is on old-age benefits.

The Chairman. That is on old-age benefits; $250 is the limit in

that case, isn't it?

Mr. WiTTE. Yes.
The Chairman. Just give us the reasons why the same rule was not

applied on unemployment insurance as was applied on old-age
pensions?
Mr. WiTTE. In the first place it is the question of administration,

the ease of administration. The Federal tax will be computed on the
whole pay roll, there will not be any necessity for examining the pay
roll in detail to see which employees are to be excluded and whic^h are

to be included. The State can exclude them if they wash. From the

point of view of collecting the Federal tax it is certainly easier to take
the whole pay roll.

The Chairman. You state that the State might exclude them if

they wish?
Mr. WiTTE. The State law may be higher than 3 per cent.

The Chairman. Yes.
Mr. WiTTE. And so the employer might be entitled to his entire

credit, even if the top executives were not included under the State

law.

The Chairman. The committee gave consideration to all those

propositions?
Mr. WiTTE. Yes, sir.

Senator Gerry. If the State exempted them then they would really

do actuary work that would bother the Federal Government?
Mr. WiTTE. Certainly. The States are going to collect the tax

anyhow.
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Senator Geruy. Is it goinp: to bother the Federal Government—

I

mean as an actunrv proposition?

Mr. WiTTK. The Federal Government will always have to check in

each case, will have to have a report from the employer to determine
what tax is due, and the employer will have to present receipts from
the State, just as he does under the Federal estate tax law; he must
produce receipts showing the actual i)a3'ments.

Senator Gerry. If that has already been worked out for the States
it does not seem like such a dillicult proposition, does it?

Mr. Witt. It has not been worked out. The States havn't the
laws now, Senator.

Senator CiERUY. I understand that. I was thinking of the future. I

was trying to get the point of view of the Government, that is all.

Mr. WiTTE. Yes, sir. The other point is that unemployme t is

such a great problem that we feel if you place the tax on the whole
pay roll you will get a little additional money. We are quite frank
in that. We need the money to pay reasonable compensation. W^e
ver>' frankly recognize that the benefits you can pay uill depend
upon how much money you have collected.

Senator Gerry'. In other words, if you add all that in you get a
liigher tax, and that is really the basis of why you do it?

Mr. WiTTE. Yes, sir; and it is easier of achninistration.

The Chairman. The question was asked you I think by Senator
Connally as to how much the Government would lose in revenue by
vu'tue of this tax, which of course would be calculated by the institu-

tion paying the tax as a credit when they get ready to pay their cor-
poration tax, or what not. You haven't any figures on that?
Mr. WiTTE. You mean the cost?
The Chairman. Yes. Take the illustration that you ofTered of

General Motors, for instance. If tliis tax amoimts to $3,000,000 a
year that would naturally reduce the corporation tax that they would
have to pay.

Mr. WiTTE. It does to a slight extent.

The Chairman. $3,000,000 is not veiy small.

Mr. WiTTE. Yes; but tliis is a certain percent of that.

Senator Connally'. It would reduce it 14 percent of 3 million.

Mr. WiTTE. Fourteen percent of $3,000,000. That assumes too,

Senator, that the General Motors Co. does not have any expenditures
because of irregularity in employment. It might actually not mean
any loss of revenue.
The Chairman. I think the committee ought to have some facts

on that, because we are charged with raising enough revenue to run
this Government, and if that is going to cut into our revenues a little

bit we ought to know it, because we may have to raise more money
than we would anticipate just on the face of this bill.

Mr. WiTTE. The total collections, Senator, figured on the 1933
business, would have been slightly over one-half billion dollars, and
on the basis of the most prosperous year you ever had, $1,000,000,000,
and not all of that would be deductible cost.

Senator Gerry, ^^^mt would the total collections on the insurance
and old-age pensions on the same figures that you gave as a basis be?
Mr. Witte. The old-age pensions starting at 1 percent in 1937, at

the outset will be approximately, on a 1929 pay roll, about
$300,000,000.
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The Chairman. Dr. Witte, because you are in close touch with this

committee which has the Secretary of the Treasury on it, I wish you
would speak to the representative of the Treasury, because the com-
mittee would want to know something with reference to the financial

end of this phase of the question before we close our hearings, so they
can study the problem.
Mr. Witte. Those general figures will give you the outside limits

of what this might mean in a reduction of income taxes.

Senator Connally. Dr. Witte, your idea is that this bill pro-

vides the Federal authorities would fix a minimum of payment in

the States?

Mr. Witte. No. We leave that to the States.

Senator Connally. I thought you said the other day it would be
up to the Administrator to determine what the requirements were for

a decent living?

Senator Byrd. That was in the old-age pensions.

Senator Connally. It requires that in the old-age pensions,

doesn't it?

Mr. Witte. If he should determine, as I thmk the discussion we
had the other day brought out, if he should determine that the State
was not living up to the requirements of the law, which is that the

State shall pay a decent minimum for subsistence, then he can stop
the payment. He cannot prescribe by rule how much the States shall

pay, but he can stop the payments.
Senator Byrd. That has exactly the same effect.

Senator Connally. That is Avhat I am getting at. In some States,

on account of living conditions, and all that, they might feel like that
they would not want to pay more than $5 or $10 for old-age pensions.

Under this bill if the States do not pay more than that, it would not
get anything?
Mr. Witte. That is not my interpretation. Senator. The Federal

Emergency Relief Administrator is charged with the administration
of this law.

Senator Connally. That is what I am talking about. He is

given the power to step in, if he wants to, and say, "Here 3'ou are

not paying enough down there. We will not give you anything."
Mr. Witte. Theoretically, he can.

Senator Connally. I am not talking about theories; I am tallcing

about actual facts.

Senator Byrd. That is written right in the bill.

Senator Connally. The point I make is that $5 or $10 a month
is not all that we would like to give, but if the vState cannot give

more why sliould not the Federal Government give a similar amount,
to match the amount that the State gives? I am not in favor of

giving the administrator here that kind of power.
Senator Byrd. Senator Wagner testified the minimum was $40 a

month, and Mr. Green asked for $50 a month. What is y.)ur personal
opinion as to the amount that is necessary to set up the standard of

decent living and health?
Mr. Witte. That varies with the conditions.

Senator Byrd. Just take the lowest possible amount that you
think is necessary to set up a standard of decent living and htalth.

Mr. Witte. I have no way of estimating that. I call your atten-

tion to the fact that under the Federal Emergency Relief sj^stem that
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we now liavo in this oountrv. while (he a\or;i<;o Tor tlio country is $23,

the same Aclniinistraior that you ai'o (.loalin;:; with has authorized and
has approved ^I'ants which, in certain States, avera.a'e only $10,
whereas in otlier Stales they averaL>-e in excess of $oO.

Senator Bvkd. Is not this true that some administrators have set

up a standard for U\hov of 45 cents an hour w hen the averasre in those

particular localities was sometimes 15 cents an hour?
Mr. WiTTE. Here the State will determine, and the administrator's

position will be that of savin*; that the State is not meeting the stand-
ard, if that be the case. It is not contemplated that he shall issue

orders sayinjj; that $50 or $40 is the standard.
Senator Bykd. lie has the riji:ht to do it under the law.

Mr. WiTTi:. Only by withholding payments.
Senator Connally. Certainly.

Mr. WiTTE. He could announce such a policy but he cannot issue

such an order legally.

Senator Byrd. He can withhold all Federal aid.

Senator Coxnally. Doctor, some fellow might have some little in-

come, he might have a house, and he might not need as much as the

fellow that does not have the house.

Mr. AViTTE. That is the theory of old-age pensions.

The Chairman. You leave it to the State.

Senator Connally. No, you do not leave it to the States. You
say the dictator here can fix the amount that the State ought to

contribute.

Senator Byrd. He is talking my language now.
Senator Connally'. I am in sympathy with the legislation but I

want something that is sensible and that will do the w^ork.

Mr. WiTTE. I suggest, Senator, that is a matter of policy for the

Congress to determine.
Senator Connally. I am very much obliged to you for that sugges-

tion.

Mr. WiTTE. You can adopt three courses of action. You can
have no standard at all, if you desire to have that sort of a law, or

you can write a definite standard into the law^ Our committee felt

that, all matters taken into consideration, the greatly varying con-
ditions that you referred to and the very obvious differences in the
needs of people that I have stressed in my testimon}^, that the course
which would be the most satisfactory, and w^liich would avoid the
diliiculties of trying to write a uniform standard for the whole coun-
try which would lead you into $40 or $50 or something of that sort

is to leave the matter to the States, wdth merely the discretionary

power vested in some official—not necessarily the Federal Emergency
Relief Administrator if you desire some other official—to deter-

mine whether a State, in view of its own conditions, is paying a reason-
able subsistence. That is a power such as you have in the highway
grants under which, if the conditions of the law are not met, the

payments will be stopped.
Senator Connally. You say, "Leave it to the States." Why

should we leave it to the States if you give the Administrator power to

determine what is a reasonable subsistence?
Mr. WiTTE. The Administrator's power is only to stop payment.
Senator Connally'. Certainly it is to stop payment. You might

choke a man to death, but he is just as dead as if you shot him.
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The Chairman. If we wrote a provision into the law which said
that each State can pass its own rates for old-age pensions for people
over 65 years of age, that they shall have the power to enact into law
any amount they desire for old-age pensions, that the Federal Gov-
ernment would pay up to $15 but we will match any amount that the
State paid under the $15, and up to the $15, would that be satisfactory?

Mr. WiTTE. That is the first alternative suggestion I have discussed.

The Chairman. That would leave it entirely to the States and that
would insure each State that if it did pass a law and it was appro-
priating a certain amount the Federal Government would match it

up to a certain amount. It could go higher if it wanted to.

Senator Byrd. Do you approve of that, Doctor?
Mr. WiTTE. As I stated, the policy represented in the bill, in wliich

you have a flexible standard instead of attempting to say, $30, $40,

$50, or $200, is the method that will be found to best meet the vary-
ing conditions all over the country.
The Chairman. That is better than the present method, isn't it?

Mr. WiTTE. Certainly.

Senator Byrd. Let me understand now. Ai'e you willing to amend
the bill so the Federal Government will contribute an amount equal
to the amount wliich is contributed b\^ the State, regardless of how
small that amount will be?
Mr. WiTTE. The power of amendment is in the Congress.
Senator Byrd. This is Federal legislation. Are you willing to agree

that that is a good amendment?
Mr. WiTTE. I have outlined the tlu'ee alternative policies. My

personal conviction is that the suggestion made by the committee is

the one that should be adopted.
Senator Byrd. What suggestion has the committee made? In

other words, you favor the bill as it stands, without making any
changes, which gives the power to the Federal Administrator to with-
draw the appropriation from any State that does not set up a standard
of living that the Administrator thinks it should have?
Mr. WiTTE. That is a possibility, I wiU grant you, but the standard

is the flexible standard of whatever is necessary for reasonable sub-
sistence, under the conditions that the aged person lives under.

Senator Byrd. What I am getting at. Doctor, do you favor the

proposition that the Federal Relief Administrator determine that

standard, or do you favor the proposition that the States determine
that standard?
Mr. WiTTE. That the States determine that standard.
Senator Byrd. Then the Federal Administrator has the right to

disagree with the State and withdraw the Federal appropriation. Do
you favor that?
Mr. WiTTE. I support the bill; yes, sir.

Senator Byrd. That is what 1 am getting at.

Mr. WiTTE. It is a question of policy, whether you wish to do that.

The Chairman. If you can do that you would rather have the

other plan?
Mr. WiTTE. I have outlined the three possibilities, all of which are

reasonable solutions of this problem.
The Chairman. You are very fair about it.

Senator Connally. Doctor, you believe in giving the State com-
plete freedom to fix this matter of rates, just so it will fix it in a way to

please the Federal Administrator?
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Mr. WiTTE. No, sir.

Senator Cowally. T am not trviiip: to b<^ facotiou?, but I want to

ask you thi^;: Of oourso, this country is a hij^ country and there are

11 lot of dillVrcnt kiudt^ of i)eopIe in it; there are a h)t of dilFercnt

kind- of climate, soil, aiul other conditions th.at people live under.

If a State in a certain section of the country only raised $10 a month
and the Federal Government gave $10 a month, that would be $20.

I know thousands of old couples that pro])ably have a little home in

the country or the town and that is just the margin that pays them,
that is just enough to put them over the fence. You ought not to

judge that kind of benefit by the fellow that lives in some big city

that has to pay rent, car fare, ta.Ki fare, and go to the picture shows,
and all that sort of thing.

Mr. WiTTE. My testimony has been, Senator, that the whole
matter of old-a":e pensions varies with the conditions under which
the old persons live.

Senator Coxx.illy. The part I am getting at. who is better able
to determine that? The people that are down in the State where
the old couple lives or some Federal administrator that has never
been in that State, perhaps, and does not know anything about the
living conditions? W}io is better to say how much help they need?
Mr. WiTTE. The theory of the bill is that the State will determine

it in the fii-st instance and that the administrator will interfere, if at

all, only in extreme emergencies. If you do not agree with that, the

course of action is to strike out section 7 of the bill.

Senator Capper. Do you think, Doctor, that the theory, as 3'ou

have outlined it, would be acceptable to the States?
Mr. WiTTE. I think there is no difficidty. You have written some

standards into every grant in aid that you have ever enacted and the

number of clashes that have occurred between Federal administrators
and States under these acts are so few I am sure you can count
them on your fingers.

The Chairman. I think we ought to get an expression from the

Governors of these States. I do not mean through some Congress-
man. I wonder if it is not feasible for the chairman of this committee
to get an expression from the Governors of the various States?

Mr. WiTTE. If you think it would be advisable we will get an
expression as to what they think.

The Chairman. I think it would be a good idea to get an expression

from them on that point
Senator Byrd I think whoever propounds that question should

nnike it entirely clear. The doctor is not entirely clear as to what the

act means.
Mr. WiTTE. We will send them the act itself.

(Subsequently, the chairman received the following letter and tables

from Mr. Witte.)
Committee on Economic Security,

Washingion, February 4, 1935.
Hon. P.\T Harrison,

Chairman, Senate Finance Committee,
United States Senate.

Dear Senator Harrison: Among the material which I was asked to prepare
for incorporation in the hearings on the proposed Economic Security Act was
data relating to the cost to the Federal Governnient of the old-age security part

of this program. Complying with this instruction of the committee, I am here-

with submitting four tables, giving the following data:

109780—35—PT 4 5
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Table I: Cost of the Federal subsidy to State old-age assistance laws, showing
separately what this cost would be if no contributory annuity system is estab-
lished, and if such a system is set up as proposed in the bill.

Table II: The progress of the reserves under the compulsory annuity system
as contemplated in the bill, and the total cost to the Federal Government for both
old-age assistance and old-age annuities.

Tables III and IV: The two principal alternative plans considered by the
Committee on Economic Security under which the contributory annuity system
can be made entirely self-sustaining. Table III shows the results if all partially
unearned annuities are eliminated; table IV, if the contribution rates are increased
from 1 to 5, to 2 to 6 percent.

Should the committee desire anything further on this subject, we shall be glad
to be advised of your wishes.

Very truly yours,
Committee on Economic Security,

Edwin E. Witte,
Executive Director.

Table 1.

—

Federal subsidy to State old-age assistance laws

PART A. SUBSIDY IF COMPULSORY ANNUITY PLAN IS NOT ADOPTED

Year
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Table II.

—

Old-age insurance plan of bill

PART A. PKOOKESS OF KE.SERVE

(All estimates in millions of dollars]

Year
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Table III.

—

Plan M2: No unearned annuities;' rates as in hill

PART A. PROGRESS OF RESERVE^

[All estimates in millions] '

Year



ECONOMIC SECURITY ACT 253

Table IV. -Plan Mil: S to 6 percent contribution rate with partially unearned
annuities to persons now half old

PART A. PROQRESS OF RESERVE
[All estimates in millions]

Year
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ECONOMIC SECURITY ACT

friday, february 1, 1935

United States Senate,
Committee on Finance,

Washington, D. C.

The comniitte met, pursuant to call, at 10 a. in., in the Finance
Coniniittee Room, Senate Ofhce Buildmg, Senator Pat Harrison,
ohainnan, presiding.

Present: Senators Harrison (chairman), King, Connally, Costigan,
Clark, B3-rd, Lonergan, Black, Gerry, Guffey, Couzens, Keyes,
Hastings, and Capper.
The Chairman. The committee will come to order.

STATEMENT OF ROBERT JOLLY, OF HOUSTON, TEX., CHAIRMAN
OF JOINT COMMITTEE AND PRESIDENT AMERICAN HOSPITAL
ASSOCIATION

The Chairman. You represent the American Hospital Association?
Mr. Jolly. I represent the committee of the American Hospital

Association, the Catholic Hospital Association of America, and the
Protestant Hospital Association of America.
The Chairman. Proceed.
Mr. Jolly. The joint committee of the Ajnerican Hospital Asso-

ciation, the Catholic Hospital Association of America, and the
Protestant Hospital Association of America, referring to S. 1130,
respectfully submit to the consideration of the Committee on Finance
of the Senate the following wliicli we suggest be adopted as amend-
ments to S. 1130.

1. That all hospitals organized and operated "not for profit" and
no part of whose earnings accrues to the benefit of any private person
or individual be totally exempt from the payment of any taxes

imposed by tliis bill.

2. That no provision of tliis act be ever interpreted as prohibiting
or preventing the use of funds made available under tliis act for dis-

bursement to a public or private nonprofit charitable institution for

any service rendered to any person who is a beneficiary of this act,

and that no person otherwise a beneficiary of this act be deprived,

by reason of being an inmate of a charitable institution, of benefits

provided by this act.

I would like to give the reasons for presenting tliis:

1. The three hospital associations represented by the joint com-
mittee speak for a total of 6,437 hospitals in the United States. Of
tins number 1,776 are Government hospitals, leaving 4,661 hospitals

not Government owned.
The Chairman. You are speaking now of the unemployment-

insurance tax, old-age tax, and what not?
Mr. Jolly. Yes, sir.

255
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Of these 4,661 hospitals, approximately 4,500 are nonprofit hospitals.

The others not being organized "not for profit" are excluded from
our recommendations. These nonprofit hospitals are truly public-
service corporations and as such have a partnership with the Gov-
ernment in providing for the general welfare and in the execution of
the plan embodied in the bill for the relief of indigency and distress

in the interest of greater social security.

2. Nonprofit hospitals are not industries but they are charities,

organized and operated for the common weal, without thought of
profit and with the only purpose of affording to the maximum limit
of their resources adequate hospital care for all our people when and
as needed.

3. Nonprofit hospitals are unlike industries in that they do not
experience heavy fluctuation in employment of personnel during
periods of depression, but with the increase of hospital care given,
particularly in assuming the increased load for the care of indigent
and imemployed, hospitals maintain a rather definite standard of

numbers of employed personnel; the ratio of employed personnel to

patients remaining practically the same during all periods.

You see, we cannot fire people and take them back as the load
comes on and goes off. We have to have a continuous personnel,
becau?e a hospital has to be ready at 15 minutes' notice to take care
of everything that comes in, so we have to have our personnel at all

times.

4. Heavy withdrawals from the income of nonprofit hospitals for

the purpose of this or other taxes reduces by the amount ^\dthdrawn
the financial ability to give hospital care to the indigent and un-
employed.

If we should have to pay this tax, that would take just that much
money out of our hospitals to take care of the indigent people that
come in. A nonprofit hospital is one that is organized not for profit,

and any money that comes into the hospital from pay patients over
and above what it costs absolutely to take care of that patient goes
to take care of the indigent patients. If we had to pay taxes, this

money would be taken out of our treasury and we could not take care
of all of the indigent patients that we take care of.

5. Nonprofit hospitals have no opportunity through the incre^ise

of their rates for service to cover the costs incident to unemployment
insurance, as industries and commercial enterprises have.
A commercial enterprise can put an extra charge on its sales and get

its money back. Hospitals cannot do that. We have just about a
set figure that you can charge for hospitalization. If you charge
more, the people cannot come and they do not come, so we cannot
change our prices up and down in hospitals. We have to keep them
pretty imiform all the way through. We cannot do things like

industries do, we do not want to be classed that way—as an industry.
We are not operated as an industry.
The Chairman. What is the provision of the bill for exemptions?
Mr. Jolly. There is none.
The Chairman. There are no exemptions?
Mr. Jolly. No, sir; hospitals are not mentioned.
Senator Coitzens. You do not have much of a problem of unem-

ployment, do you?
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Mr. Jolly. We do not, because we have to keep about the same
nuinbor of people in tlie hospital all the time. Instead of turning
people off, we reduce their salaries. Some hospitals reduced their
salaries 50 and some 60 percent. T know some hospitals where the
hospitals had their people work the last year for nothing, just for
their room and board, because of their love of the hospital and of the
work.
The Chairman. States can make their proper exemptions and so

forth, but your anxiety is that this tax imposed by the Federal Gov-
ernment would be a burden upon the hospitals unless an exemption
were written into the law?
Mr. Jolly. Yes, sir.

6. Unemployment in hospitals has not been a serious factor in
hospital problems.

7. Employment in hospitals is dependent upon the amount of
sickness and not upon the condition of industry.

8. The hospital load tends to increase during periods of general
unemployment. That is, the indigent load increases. The phv
load decreases because people cannot afford to come. But our
receipts are lowered and the indigent come in larger numbers.

9. Nonprofit hospitals in such periods meet their financial problem
not by the discharge of employees but through the reduction of
salaries and wages, and that as a consequence an enforced payment
into an unemployment pool would result in a reduction in the salaries

and wages of employees in hospitals without their ever being able to
draw any appreciable result.

As I said a moment ago, I can tell you some hospitals who made
this sort of an arrangement with their workers and the people on the
pay roll. They said, "We will pay you for the food and supplies in
the hospital, and when that is all done, whatever is left we will

divide up among the folks that work here", and there are some
hospitals that have been working that way in the last 3 or 4 years.

10. The annual pay roll of the nonprofit hospitals of America
amounts to $121,500,000. The pay roll of hospitals constitutes
about 30 percent of the total cost of operation.
So you see, if you put that tax on our pay rolls, what you do with

the hospitals. A lot of them would have to close. A lot of them have
already closed up. Over 400 hospitals have closed in the last 5 years.
There has been too big a pressure, too big a squeeze; they could not
go on. I say that about 30 percent is about the average expense of
the hospitals—that is the average. In some places it is more. In
Cleveland, Ohio, it is 55 percent of the expense of the hospital allocated

;
to pay roll.

The Chairman. Was this matter presented to the President's
! committee when they were drafting the bill?

' Mr. Jolly. No, sir.

The Chairman. You had no opportunity to know just what was
going on until these bills were introduced?

Mr. Jolly. No, sir; we did not see the bill until it was printed and
sent out.

The Chairman. Verj' well, proceed.
1 1

.

Hospitals have had an increased burden of indigent sick without
Government relief except in 3 or 4 States. Relief agencies have fed
and clothed and housed the indigrent but the moment thev need hos-
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pitalization the relief agencies have taken the attitude that the hospi-
tals always have cared for the indigent so let them do so now, ignoring
the fact that in addition to an increase of free patients the hospitals

have had a falUng off to earnings from pay patients and a falling off of
donations from philanthropically minded people to about 40 percent
of what such donations were in 1929 and 1930.

The Chairman. What was been the poHcy of relief organizations
with reference to these hospitals? Don't they pay them something?
Mr. Jolly. No, sir; there was some arrangement in the C. W. A.

for a little while, but that was pulled out. What the hospitals got
there for taking care of a patient was $2.50 a day for the whole time,

but the doctor got his money first. Our own hospital in Houston got
nothing from the C W. A. funds. We cannot get anything from the
relief agencies, State or Federal. We have had to take not only the
burden that we have always had, but this increased burden. When a
relief patient comes to the hospital, the relief agency says, "Hands off

for us", and the entire burden is placed upon the hospital.

Senator Couzens. When you say "relief agency," you mean
Government relief agencies?

Mr. Jolly. Yes, sir.

Senator Couzens. The private relief agencies have always taken
care of you through community drives, and so forth?

Mr. Jolly. Yes. I am talking of the governmental agencies. If

it were not for the fact that we can get some donations, there would
have been four or five hundred other hospitals closed up, but remem-
ber that has been decreasing too down to 40 percent, and a lot of the

hospitals that have endowments, the money that they have had from
endowments, the capital has not decreased but the dividends from
endowments in some instances have gone down to almost nothing, so

that they have nothing to run on.

12. Nearly 400 voluntary nonprofit hospitals ceased operation in

the past 5 years because the financial burden became too heavy.
This is signed by the chairman of the joint committees.
The Chairman. Let me ask you, what are the views of your or-

ganization with reference to the provisions in the bill for Federal
contributions to States for health and crippled children.

Mr. Jolly. We are for both. We think it is a good thing; We
beheve in the whole thing, but we do believe that the hospitals,

who have been carrying this load through all of the years, and are

still carrying the load, and an increased load, ought to be exempt
from the taxation. We think that all of the people who work for us
ought to participate in the benefits of this, but we do not believe

that our people nor the hospitals ought to be taxed to take care of that.

The Chairman. I think the committee understands your view-
point.

Mr. Jolly. Thank you very much.
Senator Couzens. Do you object to the contributions for the old-

age pensions?
Mr. Jolly. Yes, sir; we feel like we ought to be exempt from all

of it.

Senator Couzens. Old age and all?

Mr. Jolly. Yes, sir.

The Chairman. Thank you very much.
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STATEMENT OF DR. WILLIAM N. LEISERSON, CHAIRMAN OF THE
NATIONAL MEDIATION BOARD

The Chairman. You arc ohainiiaii of the National Mediation
Board, Dr. Lciserson?
Mr. Leiseuson. Yes, sir.

The Chairman. What is the other background you liave, so that
we can liave it in tlie record?
Mr. Leisersox. I was a member of this technical board which

compiled the data on tliis Social Security bill, but particularly on the
unemployment insurance provisions. 1 worked particularly on the
unemployment msurance provision. Prior to that I had been chair-

man of the Ohio Commission on Unemployment Insurance that pre-
pared the so-called "Ohio plan" of unemployment insurance as dis-

thi^ruisheil from the Wisconsin plan of unemployment insurance.
The Chairman. Did 3'ou help to draft the Ohio plan?
Mr. Leiserson. Yes, sir.

The Chairman. What is that plan in substance?
Mr. Leiserson. In substance it is that unemployment should be

handled on an insurance basis with a pooled insurance fund as dis-

tinguished from the Wisconsin idea which is that unemploj^nent
should be handled merely by individual emploj'ers, laying aside a
certain amount of money and using that money to remunerate or
compensate any people that they may happen to lay off.

The Chairman. What is the tax imposed?
Mr. Leiserson. Under the Wisconsin plan?
The Chairman. Under the Ohio plan,
Mr. Leiserson. It is 3 percent, 2 percent paid by the employer and

1 percent by the employee.
The Chairman. "\ATien was it passed?
Mr. Leiserson. It was not passed; it was reported in 1932 to the

legislature, passed one house but was not reported out by the com-
mittee in the other house.
The Chairman. So you have not the law yet?
Mr. Leiserson. Xo, sir.

The Chairman. All riirht; proceed,
Mr, Leiserson, The idea of the unemployment insurance provi-

sions of this bill is that it is desirable as a security measure to use the
principle of insurance for as many of the unemployed as it is possible
to apply the principle of insurance to ; that is to say, it is not possible
to use the principle of insurance for all of the unemployed. It is

possible to use the principle of insurance for the majority of the wage
earners of the country, but not for all of those who are unemploj^ed,
and I will explain that presently.

If we are to use the principle of insurance, it is very j)lain that tliis

principle cannot be used for the people who are now out of work,
because the people who are now out of work are in the sense like

people who have had their house burned down but carried no fire

insurance. If they carried no fire insurance, you cannot make pay-
ments to them and then call it insurance. Whatever payments you
do make arc a relief in one form or another.

This bill provides that for those people who either are now at
work or who are going to work from now on, those unemployed who
get back to jobs, that as soon as they get back to work and have a
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job, that they shall be insured against the future recurrence of unem-
plo3^ment. You cannot insure a person until he has a job and pay-
ments have been made, premiums paid, either by himself or in his

behalf to take care of the emergency that will come later, through
temporary unemployment for a shorter period, like seasonal unem-
ployment or for a longer period.

So this clearly looks toward the security or providing a measure
of security for those who are at work and who spend most of their

time working. If, for example, a person is a casual wage earner,

that either on his own account because he has some lack of quality

or physical ability he cannot hold a steady job, insurance would not
apply to him because he is not working steadily enough to pay the
premiums or to have the payments of premiums paid in liis behalf

by the employer. And similarly if the employer's work is of a

character to be casual, you cannot handle casual labor on the prin-

ciple of insurance. But for the vast majority of wage earners that
ordinarily support themselves by labor and their jobs, and ordinarily

do not appear on the charity rolls of the community for those people

I regard the principle of insurance as most important. That will

not take in all those who suffer unemployment, but the majority of

them.
Senator Couzens. Do you mind an interruption there?

Mr. Leiserson. Not at all.

Senator Couzens. You spoke of the casual worker. I understand
the employer has to pay the 3 percent on the casual worker's pay
roll just the same.

Mr. Leiserson. I think that would be true under this act. On
the other hand, if the individual employee worked casually for one
emplo3''er after another and appeared on enough pay rolls, he would
be insurable in that way too, because it is provided that in general the

proportion—he can draw one premium to four payments, so that if

there have been four payments in his behalf, it would be possible for

him to draw payments in that way, but where ordinarily he is a

casual laborer in the sense of a person who just come to take a load

of lumber and help to unload a load of lumber for half a day or so, he
would be excluded from the act.

Senator Couzens. Yes; but the employer would still have to pay
on the pay roll.

Mr. Leiserson. I think not.

Senator Couzens. I do not find any deductions, presumably, under
the bill for that.

The Chairman. Would that not apply, if in the aggregate there

were 13 weeks of employment for four persons, and of course you
would take that into consideration if he worked half a day in reckon-
ing whether there was 13 weeks of employment there. Isn't that

true?
Mr. Leiserson. That is true.

Senator Couzens. The 13 weeks of employment does not apply
to the individual.

The Chairman. No, but it applies to the tax, doesn't it. Doctor,
that he has to pay?

Senator Couzens. No, if he has 4 or more employees for 13

weeks during the year, then he has to pay his 3 percent on the pay
roll. I do not find any exemptions from the assessment of 3 percent

of the pay roll in this bill.
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Mr. Leiserson. In the definition of " emploj'^er " under the act it

states

The Chairman (interrupting). What page is that on?
Mr. Leiserson. At page 43, beginning with Hne 23 [reading]:

In determining wlicther an employer emphiv-s enough i)ersons to be an "em-
ployer" subject hereto, and in determining for what tax he is liable hereunder, he
shall whenever he contracts witii any subcontractor

—

That is only deaHng with the problem where he contracts out.

Senator Couzens. This refers to the subcontractors. That does
not cover the point I had in mind.

Mr. Leiserson. That is true. Before that, on line 17, if he has
employed these persons "within each of 13 or more calendar w^eeks in

the taxable year."
The Chairman. That is where?
Mr. Leiserson. On page 43, line 17. If he has emploj^ed [read-

ing]—

within each of 13 or more calendar weeks in the taxable year, at least four persons
in employment subject to this title.

Under ''employment" I think as it is written here, Senator, it is

correct that he would pay in behalf of the casual employee.
Senator Couzens. As I understand it, he pays 3 percent on his

total pay roll, no matter how he pays it out?
Mr. Leiserson. That is correct. I may say though, in the State

bills that have been introduced, whether under the Ohio plan or

under the Wisconsin plan, the usual proposal has been that casual
labor is defined, and unless a person has had at least 4 wrecks of work
steadily or he has had a day or two regularly each week for a longer
period, he is considered a casual laborer and exempted from the act.

That is the way the problem of casual labor has been approached in

these bills that have appeared in the States.

Senator Hastings. Doctor, has your committee or anybody repre-

senting the administration drawn the kind of a bill which they think
the legislatures of the various States ought to adopt?
Mr. Leiserson. Our committee has w^orked on a form of State

bill—it has alternative forms rather than any one—that might be
adopted by various States under the general provisions of this act.

Senator Hastings. Is it a ver}^ lengthy thing?
Mr. Leiserson. This is as much of it as I have had [indicating]. I

do not know that it has been finally approved by the committee,
but this is what we have been working on, and it has several alterna-

tive proposals.

Senator Hastings. Mr. Chairman, I think it M^ould be very helpful
if the committee had before it the kind of a bill that the administration
proposes to recommend to the various States. A great deal of the
testimony given here is based upon the legislatures doing certain
things. This bill does not require them to do any particular thing
except to enact an insurance law for the workmen's insurance, a
workmen's insurance law of some kind. I think if either now or at
some time when that recommendation is perfected, that it would be a
good thing to have it in our record.

The Chairman. Doctor, is that the dralt of the one that will be
suggested to the States?
Mr. Leiserson. That is right.

The Chairman. Has that been apjjroved by the committee?
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Mr. Leiserson. Not yet. It was sent to me to go over and send
in suggestions.

The Chairman. Who got that up?
Air. Leiserson. The staff of the committee, with the assistance

of the subcommittee on Unemployment Insurance.
The Chairman. Have you approved that yet?
Mr. Leiserson. I have said that I think this is all right on the

whole.
The Chairman. But the committee has not yet approved it?

Mr. Leiserson. So far as I know, no, because I have not been
informed as to the final way in which it would be recommended.
The Chairman. Senator Hastings, do you want this in the record

for what it may be worth? It would seem to me that it w^ould be.

better if we had one that had received the approval of the committee,
Mr. Leiserson. I shall be glad to tell the committee to send over

the final one that is approved and put it in the record.

The Chairman. I should think that would be better, don't you,
Senator?

Senator Hastings. I agree with you.
Senator Black. May I ask you when you tliink it will be approved?
Mr. Leiserson. It ought to be ready very soon now, because this

came to me a week or so ago, and each of us was sending in our sug-
gestions on it.

Senator Black. The reason I ask is that I have a letter from a
State senator in Vermont who is very anxious to get a bill ofi"ered

immediately and says that it is necessary that one be offered at once
by reason of their legislative situation. Could it be possible for me
to send him even the tentative proposals which you have?
Mr. Leiserson. I think so. There are alternatives in here. What

this is based on is partly the Ohio bill and partly the insurance biU
recently introduced in New York State, and partly the Wisconsin act.

Senator Black. Have you an extra copy of that which is available?
Mr. Leiserson.Yes, I can give you one.

The Chairman. Doctor Leiserson, will you communicate with
Miss Perkins as Chairman of the Board, the wish of the committee
that we might be furnished one that has received the approval of the
Committee?
Mr. Leiserson. Yes, sir; and I will have it done quickly.

The Chairman. And to get it to us as soon as possible?

Mr. Leiserson. I will.

If we start with the premise that we want to use the principle of

insurance, then in dealing with that part of the problem that is capable
of being handled by insurance, there are certain things that follow
that are important to bear in mind. First, how much premium shall

you pay for the insurance? This bill provides that there shall be a
3 percent tax which really is the premium.
Why is it 3 percent? Insurance is not magic; you can buy only

the amount of insurance that you can aft'ord to pay for, and you will

find in the Committee's report, the report of the Committee on Eco-
nomic Security to the President, which I suj^pose has been mentioned
to you before, you will find a table in that report on page 13, in which
it lists roughly how much insurance you can buy for 3 percent of

pay rolls, for 4 percent, or 5 percent of pay rolls.
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In the report of the Ohio C'ojiunission on Unojiii)loyjnont Insurance,
wo pro])ared a more detailed table on the same (jiiostion, that is,

assuming; that you use 2 percent of the pay roll

The Chairman (interrupting). Does that report just apply to
Ohio or does it api)ly to the country?
Mr. Lkiserson. Ohio only. Of course, it considers the problem of

unemployment the country over, but it is purely a report of a com-
mittee appointed by the Lepslature of Ohio to the Governor, in
pursuance of a resolution of the legislature.

Senator King. Did you participate in that?
Mr. Leiserson. Yes, sir. There we figured out that if you had

2]i percent of pay rolls, as the premium, that could purchase insurance
for a period of something like 15 weeks if the insurance were 50 per-
cent of normal earnings, with a maximum of $15—that is, assuming
a person who earned more than $30 a week, he would get only $15,
and if that were after a waiting period of 4 weeks before he could
begin to draw insurance. Similarly we went down to 2?^ percent,
3 percent, 3)4 percent, and so on, showing the different amounts of
insurance that can be bought by these premiums.
The Chairman. Will 3'ou put that part of the Ohio report in the

record?
Mr. Leiserson. I shall be glad to do so.

(The partial report referred to above is as follows:)

Reprinted from the Report of the Ohio Commission on Unemployment
Insurance, November 1932

The commission has calculated the various amounts of unemployment insur-
ance that can he bought for various premiums ranging from 2}^ percent of the
annual wages paid to the insured employee up to 5 percent. In doing this, it has
considered the changes in cost of insurance, as the waiting periods and maximum
limitation on amount and duration of benefits vary. Following is a summary of
these calculations:

Table V.

—

Percent of pay roll required to purchase various amounts of unemploy-
ment insurance
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After a very careful consideration of these combinations and of many others,
the commission has reached the conchision that a reasonable amount of protec-
tion can be purchased for approximately 3 percent of the pay roll, a price, which,
when shared by employers and employees, will be easily borne and not represent
an unreasonable charge upon industry. This percentage will buy the following
amount of insurance:
A benefit of 50 percent of the normal weekly wage of the insured, beginning

after a waiting period of 3 weeks, and pa3'able for a period of 16 weeks, the
maximum benefit in no case exceeding $15 per week.

Senator Couzens. Did that report contemplate the employee
contributing also?

Mr. Leiserson. Yes, sir. That report, I may say, recommended
that the employer shall pay 2 percent and the employee 1 percent,

but it did all of this calculation on the basis of the 3 percent, that is,

regardless of where the contribution was coming from. I will discuss

presently this question of contribution.

The Chairman. In your Ohio proposal, did you apply it on agri-

culture the same as on industry?
Mr. Leiserson. No, sir.

The Chairman. You excluded agriculture?

Mr. Leiserson. It excluded agiiculture.

Senator Hastings. Doctor, you are talking about how much
insurance 3 percent will buy. Does that not depend entirely upon
the labor conditions, that is, if there are a great many people out of

employment, 3 percent would not be enough and if there was nobody
out, 3 percent would be too much?
Mr. Leiserson. That is just what I want to explain. Wlien you

have accident insurance or life insurance, how much a $25 premium
will buy will depend upon how many accidents you wiU have and
how many people are insured. Similarly, in the State of Ohio, for-

tunately, every employer with tliree or more employees, under the
comx^ensation act, has to report to the State compensation fund the

pay roll every month, because there is an exclusive State compensa-
tion fund. We, therefore, had the data of fluctuations of employment
from 1914 on to 1931, and on the basis—we employed an actuary to

make the study—and on the basis of the Ohio figures, we could
figure out as a matter of fact over those years.

The actuary used a very liberal estimate, the good years and the
bad years, he used an average estimate of 13 percent unemployment,
whereas usually over a period of years statisticians have said that
over the good and bad years the average unemployment is about 10
or 11 percent. Our figures indicated that about 13 percent was
closer, and so taking all those things into consideration we arrived

at how much a certain amount of premium will buy. Whether that
premium is adequate or not is a question that has to be decided in

each particular case when you are going to pay the premium. We
cannot start with the idea that we have got to have adequate
insurance.

Every insurance agent tells me that I do not carry enough insurance
to properly cover the needs of my family, and I think they are right,

but why don't I? Simply because I cannot afford it. I purchase
just the amount of insurance that I can afford. Similarly, most work-
ing men do not have enough insurance to protect their families. Even
the industrial insurance and the group insurance is inadequate and
therefore most of our States have so-called mothers' "allowance laws
and mothers' aid laws", or "mothers' pensions" to take care of the

i
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families because the insurance was inadequate or there was no
insurance.

Here, the question is the same. The committee discussed it and
found that at the present time it was mere judgment and opinion on
their part, that at the present time or in 103G, 3 percent would be an
amount that industry could afl'ord to pay for tliis if business revived
enough to bo up say to 95 percent of the average production figure
during the years 1923 to 1925. The Federal Keserve Board keeps
those figures. If industry does not revive that far, if it revives only
to 84 to 95 percent, then the committee thought industry could afford
only 2 percent, and if the revival is less than 84 percent of that index,
then they thouglit industry could afiord only 1 percent.

Senator Couzens. At that point may I ask you what yardstick
you used to determine whether industry could afl'ord a certain per-
centage?
Mr. Leiserson. It did not take any one industry; it took the pic-

ture as a whole, and so far as a scientifically accurate yardstick, I
may say it used none of that. Tt is a mere judgment on the basis of
conditions as they are and the need that people have for security in
the future, and in that was considered also as to w4iat industry gen-
erally would think they can afford, what laborers think they can
afford, what legislatures have shown that they thought they could
afiord; but there is no scientific or accurate basis for that at all. It
is a judgment pretty much as most people will do with any insurance
they carry. As one member of the committee I should say that if in
your judgment industry can afford more, you ought to make it more.

Senator Couzens. When you say "afford" I do not get you at all.

llow do you determine whether an industry can afford 3 or 2 or 1

percent; what factor do you use in determining it? What is your
udgment, because you s&j it is judgment?
Mr. Leiserson. In my own judgment, it is this. I start with the

need of the wage earner for protection against irregularity of employ-
ment. I start with the idea of what that man earns; he dedicates
his skill and ability and his life to that industry, and that there are
certain costs uivolved in his labor similar to the overhead costs that
the industry has.

For example, take these electric lights. During the daytime a
large part of the plant is idle. We consider that the investor is

entitled to a return on the idle investment as well as on the other part
of the investment. We do not pay them only for the time they were
operating. Similarly with the wage earner. No industry works
regularly. There is always fluctuation in employment, and the wage
earner has a claim. In my judgment, it is a part of the cost of pro-
duction, that when he is temporarily laid off for a period, that some
part of his expenses at least, at least enough to maintain him during
that waiting period, shall be a charge on the industry.

Starting with that, the question arises as to whether the industry
can afford it or not. If wo are in a period when industry is moving
downward, more and more people are being laid off, I should say at
that time is not the time to begin to provide for this insurance fund,
but when industry is starting upward, if it is moving upward, then 'S

the time to begin to provide for these charges. \\Tien you ask me
''How much ", all I can say in answer to that is this: I personally be-
lieve that this charge will not make an additional cost to the industry;



266 ECONOMIC SECUEITY ACT

it will actually result in a reduction in cost. The only question in-

volved about affording is if the industry is in the red and going down;
at that time you cannot put additional burdens on it, but as soon as it

is moving upward and is getting out of the red, at that time it seems
to me is the time to begin to put this charge on.

My personal opinion is that any industry that is moving upward
and each month putting more and more employees on, the moment it

is out of the red it can afford at least 3 percent for this purpose. If

you will ask me why still further, I will say this: When the employee
is not protected against irregularity of employment, he tries to protect
himself by stretching out the job. I happen to have made a study of

that question in very many plants. It was puolished as a book called

"Restriction of Output in Unorganized Industry ", which showed that
the main cause for loafing, soldiering on the job, was fear of lay-offs

with no protection. That is why I think that an industry can afford

to put 3 percent on and it will save more than 3 percent, because t le

men will work and not ooldier on the job in order to protect themselve:*

as against i lay-oft".

Senator Couzens. As a matter of fact, the more they soldier on the
job the more job there is for the unemployed, isn't there?

Mr. Leiserson. No; I do not think so.

Senator Couzens. You do not think so?

Mr. Leiserson. No; the more they soldier on the job, the higher
the cost is and the higher the prices have to be, and they make fewer
jobs for themselves in the end.

Senator Hastings. Doctor, before you leave that, the examination
that the actuaries made in Ohio covered a period of 16 years?
Mr. Leiserson, From 1914 on to 1931.

Senator Hastings. Sixteen or seventeen years?
Mr. Leiserson. I may say we have the complete actuarial calcu-

lation in volume 2 of this report. It is merely summarized in volume 1

.

The Chairman. I wonder if you could not furnish to each member
of the committee, a copy of those reports?

Mr. Leiserson. I shall be glad to do so.

Senator Hastings. I want to inquire whether that 3 percent would
have taken care of 13 percent of the unemployed?

Mr. Leiserson. Oh, yes. I can tell you just how that worked out.

We made a tabulation in which we calculated that suppose after the

depression of 1921 we had started an unemployment insurance fund,

say January 1923, when we were on the upward movement, how
would that have worked out? It would have worked out something
like this:

During every j^ear down to and including 1929, it would have paid
to all of those who were covered by the insurance, and when they
suffered unemployment it would have paid them 50 percent of their

normal earnings, their normal weekl}' earnings, with a maximum
of $15 a week, no more than that, for a period of 16 weeks, which
they could have gotten; but of course you must know that most of

the unemployed are out of work less than 16 weeks; but it was possi-

ble, that those who were out of work 16 or more would have gotten

16 weeks after the waiting period of 3 weeks. That is, the first 3

weeks they get nothing. That would have happened. And at the

end of 1929 when the depression had to be faced, there would have
been $104,200,000 in a reserve fund to face the depression with.



ECONOMIC SECURITY ACT 267

Senator King. That was in Ohio alone?
Mr. Leiserson. In Ohio alone. The first year of the depression,

1030, we would have been able to take care of all of these people who
wore insured on that same basis after the period of 3 weeks, for 16
weeks, and we would have pn'id out $69,000,000 in benefits that
year.

Senator Hastings. What year was that?
Mr. Leiserson. 1930; the first year of the depression. And at

the end of that year, we would have had $84,000,000 left, because
the preiniuins cominjr in, and $69,000,000 paid out, $84,000,000
would have been left in the reserve fund.

Senator Hastings. You would have taken $20,000,000 from your
reserve fund?
Mr. Leiserson. That is rip:ht. Now, the second year of the

depression, 1931, which was much worse, we would have paid out
$109,600,000 in unemployment benefits, but we would have had to

take most of them from reserve and only $11,200,000 would have
been left at the end of 1931. But remem})er that the first 2 years
of the depression, none of these people would have had to go on relief.

They would have been protected.
The third year of the depression, 1932, we figured that the fund

would probably have run out about in June, perhaps a little earlier

—

it would have been exhausted. In other words, 3 percent of the pay
rolls would not buy any more than that amount of protection if we
have a depression that lasts as long as the present one has lasted, and
then we considered what might be done under those circumstances.
There were several things we thought of. If these people go on

relief, on the whole they would have gotten less than one-half of what
they get on relief, or at least what they did get in Ohio at that time,

75 cents per person per family per week. They would have gotten
veiy much less than these benefits and, too, the emergency having
come, our bill in Ohio authorized the fund in an emergency like that
to spread the benefits in the same way we spread work, where we
say, "Let the people spread the work." That is to say, to reduce the
benefits from say one-half of the normal earnings to say 40 percent or
some other figure that would cany it through another year. It also

authorized the fund to borrow either from private sources if it could
get it, and after all this is an insurance company and there is no better

security than the pay rolls of the State of Ohio, there is no better secur-
ity than that; or they might borrow from the government, either from
the State Government or from the Federal Government.
Another thing to bear in mind is that in all of this period the States

would not have contributed a penny, not even for administration
expenses. All of these calculations are entirely on the basis of a self-

supporting fund, and rather, after say 2 years of depression and the
depression lasts 2 more years—rather than tell these people to go on
relief, it would be much more sensible in my judgment for the States to

lend money to this fund for another year or two, as long as the depres-
sion lasts, so that these men, who never before were on a charity roll,

it keeps them off the charity rolls with the loss of self-respect that
that involves. It is up to the State when the depression comes,
to lend that amount of money, it seems to me, even if they should
never get it back.

109780—3.5—PT 5 2
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Senator Hastings. But, Doctor, I understood, however, that
the worker was limited in his benefit to 16 weeks under this bill?

Mr. Leiserson. Yes, sir.

wSenator Hastings. After 16 weeks, what happens to him if he has
not got a job?
Mr. Leiserson. That is true. If, for instance, during this period,

any person was out of work for more than 16 weeks, steadily, at that
time he would have to go back on his own resources and if however
he had some work for another period, he could appear on the fund
again the following year, but if he had no resources at the end of the
16 weeks, he would be just like most working people are—he would
have to go on relief or relief work or charity. We figured further,

if we could have made this fund 4}^ percent in 1923, it would have
carried them right through the year 1934.

Senator Hastings. But in none of your figures do you contemplate
taking care of the worker longer than 16 weeks?
Mr. Leiserson. Not on a 3-percent fund. If we had a 4K-percent

fund, we could carry him for 20 or 26 weeks.
Senator Hastings. And then what happens to him?
Mr. Leiserson. Then again if industry is in such a state that it

cannot employ people for a year or two years, the insurance cannot
cover it all. No insurance fund can. Therefore they get into the
ranks of the permanently unemployed, and you cannot insure people
who are permanently unemployed. You have got to do something
else for them.

Senator Hastings. I think I understand it. This 16 weeks does
not mean 16 weeks in every year. It means 16 weeks a year until

he gets himself back on a job of some kind—and then how long does
he have to work before he is again entitled to participate in the fund?
Mr. Leiserson. He cannot draw more than 16 weeks in any 1

calendar year. That is what it does mean.
Senator Hastings. Does it give him, for instance, if he is on for

1933 for 16 weeks and beginning January 1934 he has not yet got a
job, does he go on?

Mr. Leiserson. He does not go on unless he in the meanwhile
has gotten work again after his 16 weeks and payments have been
made in his behalf.

Senator Hastings. How long would he have to be on again before

he would be entitled to his 16 weeks?
Mr. Leiserson, After that he could draw 1 week's benefit for 4

weeks' payment.
The Chairman. Let me ask you, Doctor. Did you say this bill

passed the house but did not pass the senate in Ohio?
Mr. Leiserson. Yes, sir.

The Chairman. It was agitated for quite a long while, wasn't it?

Mr. Leiserson. Agitation began early in 1931. A bill was intro-

duced, it was not passed, and a commission was appointed as a result

of that.

The Chairman. Was there very great opposition to it in the State

which caused its defeat?
Mr. Leiserson. There was opposition to it.

The Chairman. From what sources?
Mr. Leiserson. The employers of the State objected to it, most of

them. I may say in that connection that most of the support came
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from the wage earners and from the professional classes and social

workers.
Tlio C'haiumax. They were perfectly willinji; to pny their part?
Mr. Lkiseusox. The State Federation of Lahor, the Ohio State

Federation of Laboi", went on looord m favor of the onij^ioyees'

oontnl)ution. 1 may say, while we are oj\ the (luostion, tiiat tliis Fed-
eral hill of course puts the ejitire ])reinnini on the employer and makes
it a tax. But the intent of this hill is to have a cooperative scheme
between the States and the Federal Cioverument but which essentially'-

this tax or payment will be levied l)y I he States and the money used
for the imemployed of the States, that the States will pass their own
bills. As soon as a State i)asses its own bill and makes the premium
3 j)ercent, that ecpials the Federal tax and then that cancels the lia-

bility to pay the Federal tax.

The C'haiuman. Let me ask you this question in that connection.
Tliis bill carries with it a 3-percent tax unless conditions shoidd
chang^e, and then on the index of prices and improvement it mif2:ht be
shifted. Suppose Ohio should come in and put the 3-percent tax on,
but 1 percent of which should be paid by the employee and 2 percent
by the employer. Then the employer could not claim a deduction or
a credit, could he, the 90 percent share in the bill?

Mr. Leiser&on. I do not loiow what the phraseology finally reads,
but under the language that was approved by the committee, it was
understood the employer could if a State enacted a bill v.ith the
employees' contribution for say 1 percent, that he could use all of that
as against the tax.

The Chairman. Will you investigate the bill and let us know as an
expert whether or not that is carried in the proposition?

Senator Hastings. It is perfectly clear that the tax is laid upon the
employer and he is entitled to deduct whatever he has paid to the
State for a similar purpose out of the tax.

The Chairman. Up to 90 percent.
Senator Hastings. Up to 90 percent. So that if he had paid to

faist State, 2 percent instead of 3 percent, he could only take off

two-thirds of it instead of tliree-thirds.

Mr. Leiserson. But he could not take off the employees' contri-

butions.

Senator Hastings. No; not at all. That is veiy certain.

The Chairman. What I am curious about is the statement that
the committee agreed upon another proposition.

Mr. Leiserson. I will tell you what we agreed upon when we dis-

cussed it. We wanted to leave this matter of the insurance to be held
by the States, and whatever our own opinion may be with respect to

employees' contributions or to other matters—waiting periods, or

3 percent or 5 percent or whatever it was—we did not want to have
the Federal Government impose its ideas on that of the States. The
States were to be free to adopt a pooled insurance fund like Ohio or

the Wisconsin plan, not pooled with separate accounts if they wanted
to, they couJd have contributions or not. That was what we agreed
upon. We wanted to leave the States free to have a contributory
scheme if they so desired, or not to have it if they so desired. But
my understanding was that if a State had it, the employer could
deduct al.so for the 1 percent, but the question did arise as to whether
it would be legal for him to deduct 1 percent contribution that the
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employee made from the tax. That, I do not know. But our under-
standing was that we wanted the States free to have either plan if

they so desired.

On inquiry I find that the bill clearly would permit employers to

deduct only 2 percent if that is all they paid to a State fund and the
employees paid the other 1 percent. That is to say the employers
would have 2 percent remitted from the Federal tax and would have
to pay 1 percent to the Federal Government.
The Chairman. Let me ask you this question under this tax. Of

course we have set up some agencies that are in competition with
some private institutions, such as the T. V. A., and such as the
Mississippi Barge Lines, and so forth. Are those exempted from this

tax, or is the tax imposed?
Mr. Leiserson. Governmental authorities are exempted,, you will

find, in the definition of "employer."
The Chairman. You would construe then that the Mississippi

Barge Line, which stock is owned by the Government but which runs
in competition perhaps with other barge lines

Senator King (interposing). And with the railroads.

The Chairman. And with the railroads—that they would be
exempt from the 3 percent. Is that your construction?

Mr. Leiserson. Under the language as it is worded, I think they
would be exempted, but I do not see any particular reason why they
should be exempted.

Senator Capper. Doctor, isn't it probably true that when this

system of unemployment-insurance gets started and gets going that
this charge or tax that we are discussing, whether it is 1 percent or

3 percent, will be passed on by the industry, by the employer, to the
consumer and to the public?

Mr. Leiserson. It will if the entire matter is a cost, but if as a
result of it the employee stops soldiering on the job to lengthen his

job, even though he pays the 3 percent he will gain that much and
perhaps more, so that it won't need to be passed on. That is just a
question of fact. Every private employer that has done something
to guarantee employment has foimd that the employees do produce
more work. They save inefficiency and reduced costs when the fear

of the employee of being laid ofi" is taken away or at least partly

taken away by a measure of this kind.

Senator King. Doctor, referring to the question just propounded
by Senator Harrison, what justification is there for the Government
to set up instrumentalities to engage in what might be denominated
as private business, barge lines, electric-light plants, and what not

—

what justification is there to add further to the disadvantages of

private industries in competition with the Government, that the
Government and its employees so employed should not bear the

burdens that are imposed upon private industries and private

employers?
Mr. Leiserson. If an industry or a project like the T. V. A. is

primarily a Government business and the Government is running it,

and the Government is the employer, I do not see any reason why those

folks who work for the Government in that capacit}^ should not be
covered by the same measure. If, however, these governmental
projects are designed to give work to the unemployed, and they are

temporary, emergency measures of that kind, they are part of a
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public-works project for relieving unemployment, then you linve got
another picture in the situation.

Semitor Kixc;. That nuiy not he said of a barge line, though, which
has been operating tor years and seems to have all of the iiuniortality

that C(unes with Federal bureaus.
Mr. Leiseuson. 1 do not see any reason why they should not, ex-

cej)t that in the Government service generally, where })eo])le liave
civil-service protection, sick leave, and other things of that kind, they
are not laid oil" by the hour or by the week, and there is a dilTerent
problem there that you might want to handle in a different way, but
ordinarily 1 think everybody, whether Govei-nment employee or any
other, ought to be covered by a measure of this kind.
The Chairman. Of course we have a Federal law that Federal em-

l)lovees may come in and contribute, and so fortli. It ma}^ be that
under these institutions that they might come in the other way, but
1 can see some unfairness in not imposing a tax on such projects which
compete \\'itli private business.

Senator Hastings. Take the navy yard and the Public Printing
Office, those people are laid off when the work is slack, and they are
just as badly off as anybody else.

The Chairman. The Government Printing Office employees take
this other insurance.

Senator Couzens. Not the navy yard workers?
The Chairman. I do not know about the navy yard workers.
Senator Hastings. Unemployment insurance?
The Chairman. Yes.
Senator King. Doctor, this will not interfere wdth your line of

thought. Obviously, in the study of this question, .you have looked
into the system of unemployment insurance as it operates in other
countries. Taking into account as you obviously would, the differ-

ences in the economic and perhaps the political and social conditions
prevailing there and in the United States, W'hat would you say as to
the result of the system? Has it been satisfactory or reasonably so,

and if so in which countrs^ has it been most satisfactoiy and under
what system have the most satisfactory results been secured?
Mr. Leiserson. Of coui-se, there are difl'erent forms of unemploy-

ment insurance and unemployment relief in the different countries.
Also the situations in the difierent countries are altogether different.

On the whole, in my judgment, the British scheme has more than
proved its value, and all groups of people in England, employers,
employees, public men, all agree to that. But you must understand
that when we say it proves itself, if you think of unemployment
insurance as the remedy for the whole problem of unemployment, it

is not, and no person who is sane will think that unemployment insur-
ance is a remedy for unemployment. If you have fire insm-ance, it is

not a remedy for fires, it is just to help people who suffer to avoid
some of the suffering. Similarly with life insurance.
The preventive side of the picture is an altogether difl'erent thing.

For unemployment you have to have very many remedies. It is not
only one problem. As a matter of fact, some people are unemploj'^ed
because of industrial accidents. If you look over the industrial
accident laws, the workmen's compensation law^s, they are not
compensation for accidents, they are com])ensation for unemploy-
ment due to accidents. If I work at a machine and the machine
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chops off niy toe, I do not get insurance for the value of my toe. If

on account of that accident I have lost 20 weeks of work, the law in:

Ohio provides for example—most of the laws are the same—first I

get medical treatment and then I get 60 percent,, in some States
two-thirds, of the wages I lost during the 20 weeks because I could
not work. That is unemployment insurance due to accidents.

Senator Couzens. But at the same time, it has had the effect of

reducing accidents, has it not?
Mr. Leiserson. At the same time, one effect of it, in varying the^

premium—when after some experience and the premium was varied
so that the people who had more accidents paid higher rates than
those who had fewer accidents—then it had the effect in a good
many industries of reducing accidents. But when you look over the-

figures over a long period of time, it is questionable as to how much
in the way of reduction in accidents has really been accomplished,
because the accidents move up and down too, but there is no question
about it that when you have a merit rating scheme under an accident
law, that employers get busy and introduce safety departments for

the purpose of reducing accidents, and many industries have made^
really marvelous accomplishments in the way of reducing accidents.

Senator Couzens. So that they are really not inseparable are they?"

Mr. Leiserson. Beg pardon?
Senator Couzens. Insurance and the prevention of accidents are

not inseparable?
Mr. Leiserson. Exactly.
Senator Couzens. You tried to demonstrate a while ago that

insurance and the prevention of accidents were two separate things,

but they are not entirely separable?
Mr. Leiserson. No. I think not. In our Ohio bill, we provided

that after a period of 3 years, during which the 3 percent should be
collected, an investigation should be made with the idea of classifying

industries and groups of industries and a merit rating scheme worked
out.

Senator Hastings. 1 was going to ask you about that.

Mr. Leiserson. On the basis of wliich those who have a higher

unemployment rate will pay a higher rate and the other a lower.

We discussed varying the rates at that time from a minimum' of 1

percent to a maximum of 3^2 or 4 percent, but that was only to come
after we had enough experience. The same thing was true with the

workmen's compensation. I happen to have worked for the first

workmen's compensation commission in New York State in 1909,

the so-called "Wainwright Commission", that introduced the first

bill, which was later declared unconstitutional, and the argument
against it was exactly as many employers claim now, that it is not
insurable—you do not have enough data on it—all of which was true,

because until we began to insure we had no accurate data, because
nobody was accurately reporting accidents.

After a fevv^ years of reporting accidents, imdcr the insurance scheme,
we were able to work out all sorts of classified rates on a merit rating

basis, and 1 should say any unemployment-insurance scheme that is

not worked out on the basis to stimulate prevention of unemploy-
ment is bad, and we have to work out a scheme and we think our-

Ohio plan, and so do the people in Wisconsin tliink, that their phm is

designed to stimulate attention to the problem of preverttion.
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Nevertheless, we have to bear in m'md that the problem of pre-
vention of uneniployment is not the individual employer's problem
iji the main, lie can ])revent unnecessary unemployment that comes
from the fact that materials are not ready when they ought to be
there, or from irregular buying seasons or things like that, or bad
uu\Tiagement in one way or another, and when he has to pay some-
thing more, he will give more attention to that; but he cannot pre-
vent unemployment that is due to financial or international causes
or anything of that lund. That would have to be dealt with by
industries as a whole and by the Nation as a whole.

Senator Couzens. When you studied that problem. Doctor, did
you give any consideration to a guaranteeing of a mininuim annual
wage?

Sir. Leiserson. Yes, sir.

Senator Couzexs. Is not that a great step toward the stabilization

of employment?
Mr. Leiserson. Very much so, sir. In fact, I worked on one of the

first of those that was used. In the ladies' garment industry in

Cleveland, which is a very seasonal industry, along about 1919 an
agreement was made between all of the employers in that industry in

the city and the organization of employees by which a guaranty of

40 weeks was given, and it had a good deal to do with stimulating
steady work there, but of course when this depression came along
that whole tiling disappeared.
We do provide in this bill that States may, in the bills that they

pass, provide for guaranteed employment plans as one method of

dealing with that or for individual reserve funds as a means of center-
ing the employer's attention on his ow^n employment, and we wanted
to leave the States free to experiment with such things if they desired
to.

The Chairman. In tliis bill, so far as the unemployment insurance
features are concerned, there is no suggestion of coercion upon the
part of the States, they are left perfectly free to do with it as they
please.

Mr. Leiserson. Exactly.
The Chairman. We do impose this tax, though, from the Federal

standpoint and they get the credit?

Mr. Leiserson. May I say a w^ord on that? Some criticism before
the House Ways and Means Committee where I appeared has been
directed against this bill because it does not provide for a national
insurance scheme, or because it does not provide for a so-called

"national subsidy plan." The reason it does not provide that is for

the reason that you have mentioned, Senator. It w^as the judgment
of the committee that at this time it is not desirable for the National
Government to lay down standards of unemployment insurance for

all the States. You take the 3 percent—if we in Ohio found that 3
percent would work out, as this report showed it would work out,

3 percent in the State of Kansas won't work out that way at all,

because you have got diflerent risks—you have got different numbers
of employees, different experience with unemployment, and at this

time it is not possible to say what one rate will bring in all of the
industries in the country. Therefore, the purpose of the national
3-percent tax is really to meet only one situation. The National
Government is called upon to pay out great sums of money in doles.
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There is no way of avoiding it if you make no other provision for

unemployment. The National Government therefore wants to stimu-
late the States to provide for their own people, in their own way, and
one way is unemployment insurance, and it is not the only way. The
National Government may want to stimulate them to have public
works for the unemployed, it may want to stimulate them to do
various things that are remedies for unemployment in addition to

insurance. It has already stimulated them to establish public em-
ployment bureaus. That is another remedy for unemployment.
The main reason that we have not been able to get more State laws

enacted than the one in Wisconsin is that the employers, and properly,
say, "If you put this tax on us in the State of Ohio and the same
industries over in Kentucky do not have it, we will be at a disad-

vantage in competing with them." Personally I do not think that
that is a sound economic argument. It has some merit, but
The Chairman (interposing). It has a good deal of force,

Mr. Leiserson. Yes, there is a good deal of force in it.

The Chairman. Do you think that if the Federal Government
should lay this 3 percent generally over the country, that that would
take a good deal of that argument away?
Mr. Leiserson. It will take all of the argument away, and we

can say then to the employers, "Now, your argument before"—that
was one of their main objections—we can say, "Your main objection
before was the disadvantage that you would be put to in competition.
That is taken away." And in addition to that, many of these em-
ployers have said, "We would like to do it but we cannot because of

the disadvantageous position we would be in." Therefore when we
show them that they will have to pay the tax anyway, and competitors
will, that objection will be removed and they will go along with
State laws which many of them have said they would like to have if

they could.

The Chairman. Let me ask you. Doctor. Of course in certain

industries—I think you pointed it out previously—they employed
more people than they do in another industry. For instance, in the
textile industries they employ perhaps more than they woidd in the

steel industry in proportion to the amount of profits and the capital

invested. Have you given much thought to that proposition" as to

whether or not the 3 percent might be too heavy on some and not too
heavy on others?

Senator Hastings. Before you answer that, let me make this

suggestion. There are a great many industries where the pay roll

is the largest part of the cost of the thing, too.

The Chairman. That was what the idea was that I was trying to

convey.
Mr. Leiserson. We have given thought to that. My own judg-

ment is that 3 percent, when industry gets back somewhere near
normal, when it gets to say 95 percent or somewhere around 90
percent of the 1926 level, that 3 percent is a minimum that all indus-

tries ought to afford, that beyond that, other industries may be able

to afford more, but I would not put it on the basis of being able to

afford from a profit point of view. I would put it on the basis merely
that if one industry has a large amount of unemployment, that it

ought to pay more because it is part of its cost. Another one that

reduces unemployment, it ought to pay less. The moment you con-
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sider the income or paying capacity of an industry, you are getting
away from the principle of insiirance.

If you want to deal with the prohlem of unemployment by taxing
profitable industries or by putting heavy income taxes or anything
like that upon them, that is one method that some people believe is a
proper way of dealing with the problem, but it is not insurance. Just
the same as many people believe in public works for the unemployed.
The moment you are thinking of insurance, you have ^ot to have your
premium paid at the point where the risk is, and the risk is right there
m the industry on the job. Personally, I think that is the only sound
basis, the theoretical point of view is to have the employer pay the
entire cost. Economically you cannot justify an expense for waiting
to go back to work that way, by putting the burden on the employee.
Not that way.
The argument for contribution is put on the basis that administra-

tively it is desirable to have the employee have some interest, however
small, that he has contributed to the fund. In the first place you then
know by his own contribution that this fellow is entitled to insurance.
That is in the first place. In the second place when they are distribut-
ing the benefits, if the employees think that it is the employers'
money that is being distributed, they do not care what happens to it,

but if it is some of their own money, then they will be very "hard-
boiled" with fellow workers who try to take advantage of the fund in
any way.
The third reason is this, in administering unemployment insurance

funds, you have to have local administration. Around the employ-
ment office the whole thing has to center. The employee when he
is out of work goes and registers at an employment office. He does
not count as unemployed until he does register at the employment
office. If a man is laid off and goes off on vacation for any reason
and does not register as unemployed at the employment office, his
unemployment does not begin until that day. At that employment
office there is a waiting period of 2 or 3 or 4 weeks—whatever the
States \^'ill make it, no standard is set in the Federal law—'during
which the employment office tries to find him a job and he tries to
find a job. At the end of that period, the director of the employ-
ment office must certify that this fellow really cannot get another
job, that the employment office has tried every way and he has tried.

Then he is unemployed and he is entitled to benefits, but he may
have a difference of opinion wdth the director, and so in Ohio the bill—

•

and most of the bills have been framed in the same way—you have
a joint committee of employers' representatives and employees' repre-
sentatives to pass on those disputed questions as to whether a person
is entitled or not entitled to benefits.

I think it is important that the employees should be represented
in their own right on such committees. Therefore if they put a little

money in it, it is in their own right and they will have a little more
right to sit there. I do not think that is necessarily a complete argu-
ment, because the employee does contribute in suffering and the
loss of employment himself anyway, and there is a good deal to be
said on that side. Theoretically the industry should bear the cost
for that kind of unemployment, and if it cannot be absorbed in the
ordinary cost, be passed on to the consumer. For administrative
and practical reasons, a small contribution by the employee might
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be desirable, but we say let us not pass judgment on that once and
for all, let us leave that to the States *to work out whichever seems
to be best in their judgment, and the State legislators can decide
that for themselves.
Senator King. In your Ohio bill, you provide for employees' con-

tribution?

Mr. Leiserson. Of 1 percent.

Senator King. And that was endorsed by the American Federation
of Labor?

Mr. Leiserson. Yes, sir.

Senator King. There is a sort of a moral reason as I gather your
argument.
Mr. Leiserson. Mainly moral and administrative.
Senator King. It gives them an interest in the fund and they will

be more careful in its disposition.

Mr. Leiserson. Well, there was one other reason. At the time
we framed this bill in 1931 and 1932, employers generally who favored
these things said that 2 percent was all that they could afford and 2
percent would not bring enough in the way of benefits, and we thought
an additional 1 percent would help, although it probably would not
be possible to get more than 2 percent from the employer.

Senator Black. Doctor, may I ask you a question or two on that?
I understood j^ou to say that eventually of course it was passed on to

the consumers as a part of the cost. That is correct, isn't it?

Mr. Leiserson. All costs of an industry, of course, must be passed
on to and paid by the consumer.

Senator Black. Of course, if the contribution should be made en-
tirely by the employee of the particular industry, that cost would be
spread out on the employees of that particular industry only and no
one else would contribute. That is correct, isn't it?

Mr. Leiserson. If it were entirely by the employees, yes.

Senator Black. But when you simply make it an employers' pay-
roll tax or sales tax, which is what it is, then it is spread out beyond
the employees of the particular industry, all of the farmers, to all of

the people in the Nation who buy the goods, and it is spread out on a
broader base, isn't it?

Mr. Leiserson. Oh, no; if you made the tax on the employees only
of any industry, and if those employees worked making farm tractors,

the farmers would pay the cost of that even though the employees
made the contribution.

Senator Black. Let us see just a moment about that. If the em-
ployees of the tractor manufacturing company had a fund of their

own, paid for out of their wages, which was not placed as a tax on the
companies, that would be an employees fund and not enter into the
costs of the company, would it?

Mr. Leiserson. It would only if one employer or one group of

employees of an employer set that up on a voluntary basis. If how-
ever it was compulsory on all employees, say in the tractor industry
themselves to contribute 1 percent, within a very short time the wages
of that industry will have to go up to include that 1 percent, and that
would be passed on to the consumer.

Senator Black. That might or might not be true. Theoretically
that is the position you assume.
Mr. Leiserson. I will tell you when it would be and we will both

be right. On the upward movement of the business cycle it would be
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piissotl on, on the dowinviird nunonioiit tliey would tnkc tliat out of

the employees, and some more.
Senator Black. Wliat I am gettmg at is this: According to the

theory then, that you liave, at least a part of the time, which ever
method is ado])teil, of the eni])loyer or of tlie employee, it eventually
is spread out on all of those who l)uy consumable goods in the Nation.
That is correct, is it not?

Mr. Leisekson. Yes.
Senator Black. That bemg true, let us go back for a moment to

the suggestion you nuide and the answer you made to the argument
for a national subsidy. A national subsidy you said, one argument
against it was—I jotted it do^^^l and I think I have it correctly

—

was because it was not deemed wise to impose national standards.
Of course it is iwt absolutely essential that we adopt national stand-
ards in a broad sense in order to have a national subsidy, is it?

Mr. Leiserson. Not necessarily, no; but the people who argue for

the national subsidy, for instance Mr. Green said the reason he wants
the national subsidy is because he wants to make sure that the
waiting period shall not be more than 10 daj^s or 2 weeks, that it

must be a pooled insurance fund and it cannot be like the Wisconsin
plan, that there must be no contribution whatever by the employee
and lie gave a list of the other standards that he wanted in, which he
said you could impose when you had this subsidy.

Senator Black. We could impose it under tliis bill if we wanted to,

couldn't we? There woidd be no trouble in imposing those standards
in tliis 1)l11, would there?
Mr. Leiserson. Yes; you could impose those standards but if

you did you would not have the States adopting the law. You
would defeat your own purpose. For instance, if the State of Massa-
chusetts which has a strong feeling—they had a commission like ours
in Ohio—they thought we in Ohio w^ere wrong, that we ought to have
a schenie like the Wisconsin law. If you impose the standard which
you mention on Massachusetts, Massachusetts would pass no law.

Senator Black. You think then they would lose their 3-percent
tax rather than do it?

Mr. Leiserson. I think so.

Senator Black. That would be a pretty b^g loss to the State of

Massachusetts, wouldn't it?

Mr. Leiserson. It depends on what you are going to do with the
3 percent tax.

Senator Black. You propose to turn it over to the Federal Govern-
ment, do you not?
Mr. Leiserson. Yes.
Senator Black. iVnd that is a power or a force which you hold

•over the head of the people of the State of Massachusetts and would
be a very substantial money loss to them if they did not pass the
law.
Mr, Leiserson. That is correct.

Senator Black. wSo that that in itself would be a sufficiently strong
-argument to at least be very persuasive that they had better adopt the
-standard suggested.

Mr. Leiserson. It might overcome their objection to it.

Senator Black. The point I am getting at is that the argument
that you suggest, that about national standards, is certainly no
reason not to have a national subsidy system, is it?
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Mr. Leiserson. I would say that it is not the only argument.
You can have even with the first plan—^I think you are entirely right

—

even with the present plan you could put the standard in or not
put the standard in. You could have a national subsidy scheme with
no standard, just as you say, but I would not agree that it is not an
argument because you could not turn over the money

Senator Black (interposing). It is not the only argument?
Mr. Leiserson. No.
Senator Black. Then let us go just a step further. Then as a

matter of fact there is not any question in your mind but that this

employers' tax will be borne by the buyers of consumable goods?
Mr. Leiserson. In the end.

Senator Black. The buyers of consumable goods in the main, in

volume of money spent and the number of people buying the goods,
is the greatest proportion of the people of this country of small
incomes.

Mr. LiESERSON. That is right.

Senator Black. Therefore it means tliis tax will be in the main
placed on the people with small incomes, does it not? There is no
escape from that, is there?

Mr. Leiserson. The greatest amount of the money will come from
the people of the smaller incomes because that is where most of the
purchasing power is. That is true.

Senator Black. Certainly. If we had a national subsidy system
with the method of raising taxes that the Federal Government can
have on excess profits, on excess incomes and excess inheritances, we
could shift a part of that burden to the larger incomes and thereby
actually increase the aggregate purchasing power of the people with
the small incomes, couldn't we?

Air. Leiserson. Well, I would not agree that we could, but I v/ill

agree this much, that it may be desirable. Senator, to have taxes on
large incomes, inheritances, and so on. When you put your tax
burden there, you do shift the burdens of government from the great
mass of purchasers to the fewer that have more of the w^ealth. You
are helping to redistribute wealth.

Senator Black. Income.
Mr. Leiserson. And income; both. All right; I agree with. that,

but when you are doing that, if that is what you want to do, do it,

but do not pretend that we have anything like insurance when we
are doing it.

Senator Black. I heard that argument a moment ago. Let us
get back to that. Theoretically you say that you cannot have in-

surance unless it is paid exactly by the method you suggest. Insur-
ance companies do not always require the insurance premiums to be
paid by the man who dies, do they?

Mr. Leiserson. No.
Senator Black. Does it cease to be insurance because somebody

else pays the premium?
Mr. Leiserson. In this case, for instance, we do not have the

workman himself, he ma}^ not pay the insurance, but the employers
pay the percentage according to the rate and the pay roll.

Senator Black. Would it cease to be insurance because if for in-

stance you took 50 percent of that premium and took it from higher
income taxpayers and excess profits, instead of from the small incomes-
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of the Nation? Would that prevent it being insunmcc if they paid a

part of it?

Mr. Leiserson. I think it would, Senator; because it would be
takin<r money from a place where the risk is not located and paying
it over to ])eople who are unemployed so that you would have no
reason for dislinpiishing the dillerent kinds of unemployed people
\\ hen you gave them money that way.

Senator Black. Why is the risk not located in the large-iiicoine

taxpayei-s and the excess-profits ]ieople. What happens to their

business if you reduce the ])urchasing power of their consumers?
Don't they have a risk and aren't they greatly interested, as vitally

interested as anybody in the Nation, in that ])urchasing power?
Mr. Leiserson. Everybody has an interest, but unless

Senator Black (interposing). Don't they have an interest?

Mr. Leisersox. They have an interest along with everybody.
Senator Black. Then if we collected some of this from them and let

them make a part of the contribution, it would be collecting from
somebody who has a ver>^ vital interest in those people.

Mr. Leisersox. Yes. You can collect all of it from them, but I

say it won't be insurance, for this reason. If you collect all of it from
income or inheritance taxes, and I do not want to argue with you on
that because I believe we ought to have for general government pur-

poses heavier taxes on incomes and so on—on that principle I do not
disagree with you, but I disagree with you only that as soon as you
take your money from that source

Senator Black (interposing). A part of it you mean.
Mr. Leiserson. Any part of it—you are violating the principle of

insurance, for this reason. Here is a man out of work, he is a casual

laborer and he has been out of work 3 or 4 or 5 years, or he is a laborer

—

take in the railroad industry where I am engaged now. Some men
have been out of work for 4 years. Insurance cannot handle their

prol)lem because they are not working and premiums cannot be paid

in their behalf. I think they need to be taken care of. For such
people it is perfectly all right to get your moiie}- in the way you say,

but to mix such people up, and casual laborers, and people who for

some reason, either mental or physical or moral, cannot hold a job

steadily enough to make enough payments or to have enough pay-
ments on their behalf to insure themselves—to mix all of them into

one gi'oup that gets unemployment mone}-, it becomes what they
have discovered in Europe to be an important distinction w^hich they
have to make—it becomes unemployment assistance or relief act

and not an insurance act.

Senator Black. I understand there is quite a diflference between
those two.
The Chairman. Doctor, and Senator, one question. Professor

Brown, of Princeton University-, is here. I really wanted him to get

back, because I do not want to keep liim here from Princeton and his

•work. Would you mind desisting now and let us take Professor

Brown and get tlirough with him?
Mr. Leiserson. I will be verj- glad to get a httle rest myself.

The Chairman. Tomorrow we have Mr. Graham, president of the

University of North Carolina, and who was chairman of the advisory

council. 'We should like to take liis statement at 10 o'clock in the

morning.
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Senator King. When will the present witness resume?
The Chairman. Monday morning, Doctor Leiserson?

Mr. Leiserson. I will be glad to come whenever the committee-
washes.

The Chairman. You have made a very splendid statement, Doctor:.

It has been very helpful.

Mr. Leiserson. Thank you, sir.

Senator Hastings. Somebody said there had been a brief prepared
as to the constitutionality of this act. Are you familiar with it?

Mr. Leiserson. No; I am not.

Senator King. Do you know who prepared it? That is, if any was
prepared?
Mr. Leiserson. The representative of the Attorney General that

was on the technical board was Mr. HolzafF. He would be the one
who would be handling that question.

I should like to say before closing that one of the reasons that I

personally am for this State law rather than one Federal law is that I

am interested in getting the principle of the thing established as soon
as possible. No matter what act is passed, it will have to be tested in

the courts, and vou get opinions on all sides as to constitutionality.

If however you adopt the plan which will enable some of those 44'

legislatures that are now meeting, to enact laws in their own behalf,

standing on their own feet, even though this Federal tax should be
declared unconstitutional, if New York, Ohio, Pennsylvania, and some
other States passed their own State laws, the Federal tax unconstitu-
tionality would not affect their action, because taken on their own
sovereignty rights. We may have half a dozen or more States enact
such laws now, and that in my judgment would be much greater prog-
ress toward getting something in the way of security for unemploy-
ment then we would even if we adopted a national scheme right away.-

It will take 10 years to work it out.

Senator Black. I want to ask just one question on that. The
quickest way to get the States to do it, and the way that has been
held constitutional in connection with Federal aid, the quickest way
to do it is to offer them an inducement to do it by a Federal subsidy ..

There is no question about that, is there?

Mr. Leiserson. I am not prepared to say that a Federal subsidy
would make it any quicker than a 3-percent tax. I am not prepared
to say that that would happen.

Senator Black. I thought you would, because a while ago you said

that you were afraid that they would not take this plan if we imposed
standards?
Mr. Leiserson. I am not sure. Of course, subsidies do help them

to accept money; there is no question of that.

Senator Black. That has been upheld by the Supreme Court,,

hasn't it?

Mr. Leiserson. That is true.

The Chairman. Dr. Leiserson, we will want you here when we gefe

ready to go over these various paragraphs on unemployment insur-

ance, so that you can explain each one as we go along.

Mr. Leiserson. I wull be at your service.

The (^hairman. If there is any further addition to your statement^
I wish you would furnish it, so we can carry it right along in that..

I
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STATEMENT OF J. DOUGLAS BROWN, DIRECTOR INDUSTRIAL
RELATIONS SECTION AND PROFESSOR OF ECONOMICS,
PRINCETON UNIVERSITY, PRINCETON, N. J.

The Chairman. 1 understand you are professor of economics at

Princeton University?
Mr. Buowx. Yes, sir.

Tlie C'haihmax. Antl that you were on this technical staff that
helped to draft this lepslation?
Mr. Bkown. I was not on the technical stall", sir, in the sense of

the technical advisory board of which Mr. Lciserson is a member,
but rather, I was one of three or four persons that were on what you
might call the " full-time staff " connected with the Cabinet committee.
In my own case, however, I retained my full-time position at Prince-
ton and came down in a consultative capacity one or two or more
days a week.
The Chaiumax. Was this advice more particularly to the old-ace

pension or unemployment insurance?
Mr. Brown. It was on old-age security.

The Chairman. That is what you have specialized in?
Mr. Brown. Yes, sir.

The Chairman. All right; proceed.
Mr. Brown. I may say in connection with that work that I was

associated with Mrs. Barbara Nachtrieb Armstrong, who is professor
of law in the University of California, and with Mr. Murray W.
Latimer, who is chairman of the Railroad Retirement Board, and that
the work continued from last August until the present time. In the
course of that time, we not only conferred with the various persojs
enumerated in the committees advisory to the Cabinet committee,
but with many other persons. Also in my own work at Princeton for

some years I have been in touch with industry and with trade unions
in connection with these problems of pensions and old-age security.

Mr. Chairman, I would be glad to know how much time you would
prefer to have me take? I can adjust myself to youi convenience.
The Chairman. What is your statement?
Mr. Brown. I have a statement here which would take perhaps

20 minutes.
The Chairman. Very well; you will proceed, please.

Senator King. I think it might be well, Mr. Chairman, to let the
doctor finish his statement, and then we can ask questions, if you
desire it.

Mr. Brown. In the development of the old-age security program
recommended by the Committee on Economic Security and incor-

porated in the present bill, every possible principle or method of meet-
ing the problem was considered. Not only were techniques and exper-
ience under public and private programs in this country thoroughly
analyzed but techniques and experience in every important foreign

country were studied. The recommendations arrived at are the result

of the combined thought of a large number of technical experts, busi-

ness men, labor leaders, and governmental officials—those formally
recognized in the committee's report and manv others.

The staff technicians who have been most chrectly engaged in devel-
oping these recommendations realize nu.re than anyone else the impos-
sibility of arriving at perfection in the construction of a program of
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such vast dimensions, no matter what care is exercised. A social-

insurance program must evolve—not come forth full blown. We feel

strongly, however, that this program of old-age security has reached
the legislative stage of evolution and, with alterations and adjust-
ments you may deem fit to make within the general framework of the
plan, is ready for enactment. The next stage of evolution is only
possible after a permanent social insurance authority is established
and operating experience develops. An old-age insurance program
requires a generation of experience to perfect. To postpone the initia-

tion of the operation of the plan likewise postpones not only the attain-

ment of self-reliant security for the aged but the availability of more
exact knowledge and experience related to American conditions.

The program arrived at is constructed of three parts:

A. A cooperative Federal-State plan of old-age assistance to those
now old and in need, or to those becoming old in later years without
the advantage of adequate insurance protection.

B. A Federal plan of compulsory contributory old-age insurance
to provide a means whereby employed workers with the help of their

employers may insure themselves against dependent old-age and lift

themselves through thrift up from the level of dependency on public
or private charity in old age.

C. A Federal plan of voluntary old-age annuities to provide self-

employed persons such as small shopkeepers and farmers a means
whereby they may make secure an economical provision for old age.

While closely related in purpose and effect, these three parts of the
general program must be carefully distinguished. The first is old-age
relief on the best possible basis—but still relief. It necessarily involves
the needs test and normally the limitation of the assistance given to

that sufficient for decency and health. The second plan is entirely

distinct in operation. It is insurance, not relief. It is contributory
and contractual and affords an annuity as a matter of right. It appHes
to all manual workers and to other employed persons receiving less

than $250 a month. The amounts paid to the aged are related to

contributions made to the fund, not to need. The third plan is also

distinct from the other two. While it is insurance like the second
plan, it is voluntary not compulsory and is intended to assist self-

employed persons not covered under the second plan. The insured
person alone contributes under this plan-—no employer since there is

no employer—and the annuity payable is determined by the number
and amount of the contributions paid in.

The first plan is intended primarily to meet the urgent need of

persons now old. It will need to be continued not only for the next
generation while the contributory insurance plan is gaining momen-
tum but after that time as a residual plan—a second line of defense—
to protect those persons who for any reason have not been included
a sufficient period under the insurance plan to provide for their old
age and who are facing destitution.

The second and third plans complement each other, one covering
employed persons, the other self-employed. It seems necessary to

have the third plan to assist the provident farmer, small shopkeeper,
and housewife to provide for old age in a relatively easy and safe way.
With these three plans we believe provision is made for both the
present and the future, and for both the wage earner and the self-

employed person.

i
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I would like to use my time to explain briefly the reasons why those

of us on the stall* of the Committee on Economic Security concerned
in the formulation of the okl-a,iJ:o security program arrived at certain

important principles later incorporated m the recommendations and
the bill. 1 shall conhno myself to the compulsory old-age insurance

plan, the second plan, and that iiu'orporatod in title III and title IV
of the bill. 1 will state the main reasons for our recommendations
in outline form but shall be glad to elaborate on these reasons if you
desire me to do so.

In the iijst place, the contributory contractual plan uses the

method of thrift to protect w orkers in their old age rather than the

needs-test relief which may in time discourage thrift.

Second, it affords a facility for saving for old age which, provided
by the Govenunent itself, avoids the dangers of bank failures, of

losses on securities and real estate, or of other means of investment or

of hoarding.
Senator King. Pardon me; what title did you say that was?
Mr. Brown. That is the old-age insurance part which includes the

tax provisions in title II and the benefit provisions in title IV.
Third, it makes savings regular and automatic vrith a return as a

matter of right with compound interest in regular installments cover-

ing the period of need.
That is the old-age period, from age 65 until the man dies.

Fourth, it avoids the prospect of dependence on children or other

relatives (who may themselves be in need) or on public relief subject

to a needs test.

Right through this plan we have attempted to provide a means
of lifting people out of need in old age by the method of contributory

insurance, which is in essence a facility in saving, in wliich the

emploj'er, the emploj-ee and the Government contribute to provide

an annuity from age 65 until death. We have tried to provide as

far as possible that means of protecting people in old age rather than
ha\'ing them go on relief subject to a needs test at 65.

"We recommended that contributions be required of workers as

well as employers, and I will give you two or three reasons that lead

us to that conclusion. In the first place, by contributing, the indi-

^^dual worker establishes an earned contractual right to his annuity
through his own thrift.

Second, worker contributions increase greatly the amount of the

annuity which can be paid; would in fact double it.

Third, through increasing the amount of the annuities, worker
contributions encourage the displacement of superannuated workers
and of minor children and women supporting dependent old persons

from the labor market, with a resulting increase in wages and earlier

promotion.
We have in this country a very serious problem of the American

worker, not merely the worker 65 years of age and over, but 45 years

and over, and throughout in the studies made by the staff of tliis

committee, we have been looking to means whereby the protection

for the older worker under 65 might m some way assist the problem
of the worker over 45. We feel that by providing a uniform com-
pulsory retirement method, persons over 65 would be taken out of

the labor market. Likewise the employer would be encouraged to

take on the man 45 or 50 or 55, and thus to bring additional men
into employment in their later years.

109780— :i5—PT 7, 3
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I might explain that further this way. Now you have the prob-
lem of the person seeking work aged 50 or 55, and the employer realizes

that he will soon have the problem at 65 of laying that older man off

unless the company has a pension plan. If it has not, it lays him off

with no protection. However, if he has a pension plan, it will cost

him a considerable amount to take that man on if he is to provide
him with an adequate pension at 65. Under the universal pension
scheme, the insurance scheme, that employee right throughout life

would have been building up his pension so that if unemployed at

the age of 50, the employer taking him on at that time, knows that

he can lay him off at 65 wdth an earned pension that will be adequate
to take care of him.

Senator Hastings. Your bill does not compel him to quit work
at 65?
Mr. Brown. No, sir. Just that the amount of the annuity does

not increase because of working after 65.

Then the reasons for employer contribution:

First of all, it provides an automatic method of meeting the de-

preciation charges on the human factor cooperating in production
similar to the usual accounting charges for depreciation of plant and
equipment.

Second, it makes uniform throughout industry a minimum cost of

providing old-age security and protects the more Uberal employer
now providing pensions from the competition of the employer who
otherwise fires the old person without a pension when superannuated.

It levels up the cost of old-age protection on both the progressive

employer and the improgressive employer. Likewise it spreads the

cost of the old-age protection uniformly over the concerns that em-
ploy more younger workers. Under the present situation, if a con-

cern is able to employ yoimger workers and lay them off by constant

turn-over in their thirties and forties, in a sense they have no old-age

problem. They have shifted it to someone else and to the community.
Other concerns which continue their employees until 65 are bearing

the cost, because both plant morale within the concern and com-
munity morale without will not permit those concerns to lay off those

people without attention at 65, so this plan levels the cost between
this first concern which has to contribute over against the second
concern which has already contributed through its own private plan.

As to Government contributions:

First. To buttress the guaranty of security there must be the

financial strength and the taxing power of Government. The final

security of any social insurance plan is the guarantee of the Gov-
ernment.

Second. The pajmient of annuities larger than can be earned in the

earlier years of the plan may well be considered a public benefit and
has been so considered in practically every important foreign plan.

There are limits to the reasonable use of employment and earnings

taxes when used for a purpose benefiting the public as a whole.

Third. By Government contributions in the late years of the plan,

it is possible to avoid building up large reserves. Throughout our

study, we have found that we must face several important variables

in this plan. One was to what extent the reserve couJd be built up
and still be kept within manageable limits. The second was the

incidence of the^tax on the employer, how to adjust that so as to-
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allow b\isiness to proceed witli the least shock possible. The third

was to pay adequate compensation as soon as possible. This one
variftble of iarire reserves becomes a factor related to Government
contributions. If contribution rates are r;iised sliarply in the early

years of the i)l'in, huire reserves accunuilate. The problem of invest-

ing and li(iuiilatinir tliese reserves can he far <rreater economically

than that of a Fetleral subsidy in later years. If contribution rates

are raised sharply in later years, the worker tlien contributing may
receive upon retirement scarcely more than a return of his own con-

tributions, since the employer's contributions will have been used to

pay back the amounts expended to supplement earlier annuities.

Fourth. The shifting of the incidence of the employment tax to

the consumer, which may take place, may become in time a regres-

sive tax that may well be supplemented by the use of funds drawn
from a progressive income tax. The best time to draw upon other
taxes would, however, be in the later years of the plan.

In this way the funds accumulating in the early years wall be used
to pay benefits in the early years ; as time goes on and disbursements
come closer to meeting the collections, the Federal subsidy could be
brought in to make up for those early benefits paid to persons who
had been able to contribute but a brief time.

I would like to explain the reasons why the staff group recommend
the payment of the larger annuities than are earned in the early

years of the plan.

First. To obtain the social and economic advantages of contractual
annuities as soon as possible in order to secure the "lift" of self-

sufficing and self-respecting old age in our time and not wait until

kingdom come to obtain assured economic security for the aged.

Second. To avoid the ridiculously low annuities involved in paying
earned annuities only in the early years, which for a time might not
warrant the nuisance and collection cost of the tax.

Under the tabulations, a person contributing for 5 years only, with
an average wage of $100 a month, would receive 48 cents a month as

an earned pension, because interest factors as well as the small con-
tribution rate of 1 percent do not provide an annuity any larger than
that on a straight earned basis. Every other important industrial

countiy has paid unearned benefit supplementing that, making it an
amou.nt large enough really to assist the person in liis old age, and to

secure the displacement of superannuated workers from the labor
market as soon as possible. That is the tliird reason.

And fourth, again, to hold down reserves, because if you take in

mone}' for all persons aged 20 to age 65, and in your first year of pay-
ment you only pay benefits to the one group aged 66, you will see

that the income far exceeds the outgo. You accentuate that if the
person aged 66 gets 48 cents a month, rather than $15 a month by
the payment of an unearned benefit adequate to take care of at least

part of his needs. Your disbursements increase faster and avoid the
accumulated huge reserve.

Next are the reasons for the maintenance of the lowest reserves
compatible witii safe operation of the system.
The first thing there is to avoid the undue diversion of funds from

the flow of consumer purchasing power, on the one liand, to capital

investment on the other. These funds are being taken from a level

of income where nonnally they would be used practicall}'^ 100 percent
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in consumer piirchasinj^ power. A small amount would be saved
but by and large you are taking these contributions from a level of

income which would otherwise be used for consumer purchasing power.
If you take those and pile tliem up in a reserve fund, they have to be
used either directly or indirectly in building up capital goods, because
they have to be put into something which will make them available

at some future time. We feel that to divert an undue part of that
consumer purchasing power into capital goods would be economically
undesirable.

Second, the accumulation of a large reserve may involve serious

complications not only in Federal financing through the necessity

of selling and repurchasing Federal obligations in huge amounts at

unpropitious times but may afl'ect adversely the capital market.
Also large reserves may encourage demand for increased rates of

benefit and unwise use of funds for other purposes.

The history of police pensions and of firemen's pensions and of

many other pension funds is that once huge reserve or relatively

large reserves are accumulated, the rank and file of the members do
not see any reason why the benefits should not be increased. It is

very difficult to explain the actuarial principles involved. We were
afraid that if large reserves accumulated under the Federal plan, the

same problem would arise. Therefore, the recommendation to keep
reserves as low as possible to make the plan a pay-as-you-go plan.

Finally, the accumulation of large reserves may necessitate the

reduction of other Federal taxes in order to create new obligations

and thus, for a time, relieve the rich through taxes on lower incomes.

In other words, we have a pay-roll tax here which, increasing to a

larger figure, might require the creation of Federal obligations to invest

that fund. In creating those obligations, the Government by so

much does not need to finance itself through other taxes but can
finance itself through bonds, so we may have the paradox of a con-

tribution from workers that might make possible the reduction of

taxes on higher incomes.
Next is the gradual stepping up of contribution rates and the

reason for that gradual stepping up of contribution rates. You will

notice that it starts at 1 percent for 5 years, 2 percent for 5 years,

and so. Many people feel that that is a very gradual step up. We
felt, however, that there are reasons for a gradual step up.

First, the gradual raising of the rates of contribution softens the

impact of the new charge on both the employer who has no pension
plan at present and the worker and allows time for readjustments.

Second, to hold down the income into the fund until disbursements
are sufficient to avoid the accumulation of large reserves.

Third, a lower initial rate of contribution aids in the enforcement of

the tax, since coverage is secured and public support gained while the

cost of the tax is small.

We felt that by starting with a 1 -percent or 2-percent rate, the

country could become accustomed to this rate of contribution. At
the same time, the fund does not need the money because of the

fact that we are retiring so few people on a contributory old-age insur-

ance plan, therefore, we suggest starting with a smaller rate, and after

10 or 12 years when it gets to be a customary charge on industry,

graduallj^ adjusting it to the actuarial standards necessary.
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Filially, very briefly, a?? to the eiiforceinoiit of the tax: It is my
feeliii<i: that the worker will look upon this plan as in essence a method
of savin«:, with the employer inatchinG^ his deposits. An interruption

in his record reduces the annuity on retirement not merely by the

amount of money unpaid but also by the reduction of the number
(d" contribution weeks in his record. Every employed worker by so

inucii has an interest in the enforcement of the tax and in reporting

• 'vasion on the part of the unscrupulous oniploy(>r.

Second, the use of a stamp book, especially in the case of smaller

plants, improves enforcement, since each employee can watch his

savinjrs accumulate and can note and report omissions.

Third, the employer who evades the tax is not only defrauding the

worker of his old-age protection but might be subject to fines and
reimbursement of the tax at penalty rates to the credit of the employee.

Fourth, the inclusion of domestic and farm labor while socially

desirable will increase the problem of administering the plan at the

outset.

These and many other aspects of the proposed contributory insur-

ance program have been carefully considered. The reasons here

marshaled are for your consideration. I know that I speak for the

technical staff which aided in the development of the recommendations
in expressing our desire to be of any help possible to the individual

members of your committee or the committee as a whole in your study
of the problem of old-age security.

Senator King. The result of your labors is embodied in the final

re])ort which was submitted?
Mr. Browx. Yes, sir. In this situation I am speaking here as an

individual who cooperated with two or three other individuals and
whose work, in turn, went through many steps, naturally through the

various technical committees to the Cabinet committee itself. I am
speaking today as an individual who had the opportunity to cooperate.

Senator Hastings. You reached a conclusion, did you not, that at

some time the Government itself would have to contribute, out of the

general fund, a large sum of money, isn't that correct?

Mr. Brown. That is my view, sir. My personal view is that in

any program of social insurance the final test of security is the

financial strength of the Government and its willingness to par-

ticipate in supporting the plan.

Senator Hastings. You did reach a figure, didn't you, that at some
time it would cost how much?
Mr. Brown. In 1980 the figure of the Federal contribution accord-

ing to one set of calculations that is involving the provisions of the
biil is $1,478,000,000.

Senator Hastings. Annually?
Mr. Brown. Annually. The figure I have here is for 1980.

Senator Hastings. Would it be apt to increase from there on or
decrease?

Mr. Brown. There probably would be a slight increase relative to

that figure. Probably, as I remember, by 1900 it would become
stabilized.

Senator Hastings. Professor, there is one situation that I worked
out which seemed to me might cause some people contributing very
much concern. If you take a young man at 20 who begins to contrib-

ute in 1937 and he earns $100 a month for 45 years, he will accumulate
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a fund of something over $4,000, as I recollect it, and will be entitled
to be paid the balance of his life $50 a month. On the other hand, a
man who is now 45 and who earns the same amount of money pays in
for 20 years with the interest compounded at 3 percent; he will have a
fund of something like $738 for his benefit, but he will get for the bal-
ance of his life $40 a month. I am wondering what the young fellow
is going to think about that, and we have got to bear in mind that all

of this is legislation that may be changed by the voters whenever they
make up their minds that they do not like it. So that the fellow who
goes in at 20, with that staring him in the face, may reach the con-
clusion that that is not fair and he may compel the Congress to change
it in some form. That is true, isn't it?

Mr. Brown. The way I feel on that point is this: It is that we
are not giving the young man less but we are giving the older man
more. And we are giving him more for a social purpose—tViat is

providing him with a decent income in his old age, despite the fact
that the Government had provided no facilities for many years for

doing ^o. You Vvill find, in fact, every industrial jjension scheme
practically and every scheme in educational institutions, that when
the contributory plan is started, it is necessary to put the older person
at some advantage so that he won't reach old age with an inadequate
income.

Senator Hastings. I appreciate that theoretically you may be
correct, but you have to bear in mind as one expert has stated here,

that there will be 40,000,000 employees subjected to this tax, and
there will be 40,000,000 people complaining about it, probably, and
I think there will be 40,000,000 people that will be able to vote at

the elections, and if they do not like it they can change it; and it

seems to me that while you may be absolutely correct theoretically,

we are dealing with a democratic form of government \\ith the
opportunity in the people to change a particular statute at any time
that they can convince the Congress and the President that it ought
to be changed. It does not have the stability of an insurance company
contract in the respect that it does not have the stability that an
insurance company contract would have. This young fellow who
starts out to pay at 20 does not know what Congress is going to change
that to. He does not know whether he is going to be taken care pf at

65 or not. It all depends on what the Congress does. That is the

weakness, it seems to me.
Mr. Brown. I tliink every scheme of social insurance or every

other scheme for the provision of higher standards to the community
involves the responsibility of government. Of course, if we should
need to look forward to a lack of responsibility of government, per-

haps it would be better never to go into any of these schemes, but
looking at it from the scientific point of view, once the Government
takes upon itself the problem of taking care of its unemployed, its

old persons, its sick, it has assumed the position that it will be re-

sponsible to those persons who have contributed to the scheme and
that when they become old, it will provide them Avith the annuity
toward which they have contributed.

Senator King. Does not the plan contemplate a rather large con-

tribution by the Federal Government, something like one or a half

billion in 1980?
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Mr. Browx. The plan as in the bill now involves a contribution on
the part of the Government starting at the year 19G5 which rises for

ii period and then strikes a plane. Tiie reason for that is to offset

the payment of so-called "unearned annuities", that is, supple-

mentary annuities, $15 in place of 48 cents in early years. Someone
has to pay that naturally, to balance off, and it has been done in

practically every other country.

Senator King. "What would be the aggregate amount wliich the

Government will have to pay by and including the year 1980?
Mr. Bhowx. I am sorry, sir; 1 do not have that accumulated.
Senator King. It would be several billion dollars?

Mr. Brown. Yes. There is one offset, however; that is the fact

that you have a sa^'ing in that the plan has provided more adequate
annuities in early years whereas otherwise you may need to afford

relief to those old persons.

Senator King. But there will be a permanent demand upon the
Federal Treasury after 1975 or 1980 of approximately 2 billion dollars.

Mr. Brown. It is not that high, sir. The figure I have here is

approximately $1,500,000,000 as of 1980.

Senator King. I understood you to say that for a number of years
thereafter the subsidy would be increased.

Mr. Brown. Slightly, but I do not think up to two billion.

Senator King. Before it reached the position of stabihty?

Mr. Brown. Yes.
Senator King. Can you, with any degree of assurance, state that

there will be at some year stability and with no increase?

Mr. Brown. Yes, sir. All of these statistics are based upon certain

assumptions, and I would like to emphasize that personally I feel

there are definite limitations in the plan that are far in advance from
an actuarial point of view, from an economic point of view, and from a
statistical point of view. It is my feeling at least that the important
tiling is to provide a program which as far as one can tell will meet
the situation both from financing and the benefit jDoint of Aniew for

some 20 years ahead, and then as time goes on, adjust it. The contri-

bution rate could be increased more rapidly or the increase could be
held back as more adecjuate information is available, so that I do not
feel that one can use the figure as precisely as here—$1,478,700,000
or anything like that—with true propriety.

Senator King. I assume that this contribution would come from
the Federal Government exclusively, and the State will have no voice

in it.

Mr. Brown. That was the proposition, sir.

Senator Black. Just one question in Une with what Senator Hast-
ings asked, because I have evidently misunderstood part of the
previous testimony. He asked you about a young man who is

contributing more than the older man. I had understood that one
of the reasons for that Federal aid was to partially offset this very
situation.

Mr. Brown. The fact that the older man receives more?
Senator Black. Yes.
Mr. Brown. It is.

Senator Black. Is that not correct?

Mr. Brown. Yes; it is correct.
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Senator Black. So that instead of the picture being exactly as it

was given by Senator Hastings' question, as I understand it, the
young man could not be discriminated against, if you call it a dis-

crimination, to that extent, but a part of the difference would be
made up by contributions from the Federal Treasury.
Mr. Brown. Yes, sir. I said that it is not that the younger man

gets less. He get liis full share, but that the older man gets more.
He gets more because of the Federal subsidy, which as a matter of
public benefit takes care of these people in old age.

The Chairman (Senator King, acting). We will adjourn now until
10 o'clock tomorrow morning.

(Whereupon, at 12:30 p. m., the hearing is adjourned until Saturday,
Feb. 2, 1935, at 10 a. m.)

I
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SATURDAY, FEBRUARY 2, 1935.

United States Senate,
Committee on Finance,

Washington, D. C.

The committee met pursuant to call, at 10:10 a. m. in the Finance
Committee Room, Senate Office Building, Senator Pat Harrison,
chairman, presiding.

Present: Senators Harrison (chairman), Connally, Bailey, Clark,
Byrd, Black, Gerry, Guffey, Couzens, Hastings, and Capper.

STATEMENT OF DR. FRANK P. GRAHAM, PRESIDENT UNIVERSITY
OF NORTH CAROLINA

The Chairman. Doctor, you were Chairman of this Advisory
Council, were you not?

Mr. Graham. Yes, sir.

The Chairman. You are now president of the University of North
Carolina?
Mr. Graham. Yes, sir.

The Chairman. For the record, will you state your background?
Mr. Graham. You mean where I was born, and so on?
The Chairman. Well, before jou were president of the University

of North Carolina what did you do, what studies did you pursue,
what was your background?
Mr. Graham. I was professor of history at the University of North

Carolina. AVith regard to the point you just made about studies, I

have done graduate work at Columbia University, University of

Chicago, the Brooklyn Institute, and the London School of Economics
of the University of London.
The Chairman. You were selected as chairman of this advisory

council?
Mr. Graham. Yes, sir.

The Chairman. And met with them quite a good deal?
Mr. Graham. Yes, sir; I met with them in all their sessions. The

Council took its work seriously and worked hard and with a public
\new

.

The Chairman. I wish you would just take this bill and criticize

it or make any explanation you desire to make with reference to it.

Mr. Graham. Mr. Chairman, I would like to say that I am not an
expert in this field; that I am not a statistician; I am not an actuary;
I am not an economist; that in these matters I am a layman. I could
better discuss the general approach to the cpiestion of social security.

Senator Couzens. AMiy were you selected for this position, without
having the characteristics that you just described?
Mr. Graham. I cannot judge about that myself.

291
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The Chairman. I presume this Advisory Council was named from
all over the country, to come in and study this proposition after these
technical advisers or technicians had gotten up this proposition, in

order to be helpful to the committee.
Mr. Graham. Yes, sir; to bring in the lay and public point of view

on the expert studies made by the various expert groups working on
these particular propositions.

Senator Black. They were not all experts, were they? A good
manj^ of the others were not experts?
Mr. Graham. On our Advisory Council were representatives of

labor, representatives of industry, and representatives of the public.

The Chairman. Well, that list has been put in the record.

Mr. Graham. Yes, sir.

Senator Couzens. Now, could all of those groups get together on
one report?
Mr. Graham. I would say, ]VIr. Chairman, we had our disagree-

ments mthin the committee, of course. All honest people do have
disagreements. I was a member of the majority on one point, for

example, taking myself as an illustration, and a member of the
minority on another issue. That is, the constitution of the majority
and the minority groups shifted according to the issue. There were,

of course, many controversial issues.

Senator Couzens. Could you harmonize those differences after you
had the poll?

Mr. Graham. I think I would saj. Senator Couzens, that each
man, of course, reserved liis individual convictions but supported a
broad, comprehensive program of social security, in broad outlines,

without in any way compromising his own individual convictions.

There are some things in the report of the Advisory Council that
different members, of course, do not agree with. There are some
things in there that I do not agree with. But we are all for a com-
prehensive long-range program toward social security now.

Senator Couzens. I suppose the chairman wants you to go on and
tell us your vie\\s then. Is that so, Mr. Chairman?
The Chairman. Yes; just tell us your views. Tell us where the

sharp difference between them was and the big questions involved.

Mr. Graham. Yes, sir. The sharp differences of opinion were
with regard to the unemployment-insurance proposals, as to whether
it should be set up according to the Wagner-Lewis device or according
to the grant-in-aid plan. That was one sharp difference of opinion.

Another was as to whether there should be employee contributions

or not. Another was as to whether there should be standards, and
at least to what extent there should be standards laid down or written
into the Federal law.

The Chairman. There developed, then, a difference of opinion as

to whether or not there should be an administrator on the lines of the
proposal in the old-age-pension proposition, or approving the charac-
ter of laws passed by the States and laying down certain standards
and rules.

Mr. Graham. Yes, sir.

The Chairman. You limit that, so far as unemployment insurance
is concerned, to leaving it pretty nearl}^ entirely to the States.

Mr. Graham. Our Advisory Council did not.

The Chairman. It did not?
Mr. Graham. No, sir.



ECONOMIC SECURITY ACT 293

The Chairman. But the bill as drafted did?

Mr. Graham. The hill as drafted did. Lot me say at this point,

Mr. Chairman, thnt 1 inive hocMi so invohcd in ad'airs in North Caro-
lina with meotinpis of the board of trustees that I have not kept up
with the proceedings of this committee. I did not know I was to be
cnlled until 2 days ago, and I knew only yesterday that I would be
free to come, so I am not up with the proceedings of this committee
or the latest developments in the ])rogram and I would be onh" quali-

fied to talk on general principles with regard to the whole program.
The Chairman. The Adivisory Connnittee thought that the word-

ing of the legislation should be somewhat along the same line, as

applicable to unemployment insurance, as is proposed in the old-age-

])ension proposition, giving greater power to the Federal Government,
is that right?

Mr. Graham. I would say that the Advisory Council stood for

writing into the Federal law more national standards as a minimum
basis for State laws. I would favor national standards w4th regard
to waiting period, rate of benefits, and duration of benefits to prevent
unfair competition and to secure protection of the workers.
The Chairman. Yes. You may now proceed on the old-age

pensions.

Senator Black. Before he leaves the question of unemployment
insurance, I would like him to give it to us a little more definitely.

You say the nu'.jority of the Advisory Council agreed to that idea?

. Mr. Graham. Yes, sir ; that there should be more n>ttional stnndards.
Senator Black. Was it the m!ijorit,y or the minority that believed

there should be a Federal aid to the unemplojmient insurance?
Mr. Graham. You mean a direct FedenU subsidy?

Senator Black. Yes.
^^r. Graham. I would say that w^as a minority.
Senator Black. On which side were you?
Mr. Graham. I was for 4 percent, Senator Black. The point was

made thnt industrj- could not stand 4 percent. I felt so deeply, and
I still do, that 4 percent is necessary to give adequate benefits to the
workers that, pcrsonall}", if a 4-perceut levy on pay rolls is not possible

I would be in favor of having the extra percent from the Federal
Government.

Senator Black. What was your position with reference to the

emploj'ee contribution on the unemploymeut insurance proposition?

Mr. Graham. Of course that is a very controversial point and I will

try to state my view on that, Senator. I was against employees
contributions in the Federal act.

Senrtor Black. W hy?
^[^. Graham. Because the worker, as a consumer, will pay. The

worker, in the long Vvaiting period proposed, will pay. The worker
vdW pay in the fact that when he is unemployed Ids benefits are to be,
well, I will say, comparatively low as compared to his regular earning
power.
The worker is, from my point of view, the victim and not the cause

of unemphjyment, and to put the cost on the victim is not a logical

procedure. If 1 could use analogy, which 1 know is not entirely an
analogy, during war time you have the soldier as a part of the mili-

tary establishment. Now a casualty of war is provided for by the
militarv establishment and the cost of the militarv establishment is
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borne by the country or the society that it is an expression of. Now,
in the case of a worker unemployment is a hazard of society. An un-
employed man is a casualty of our modern industrial society and the
industrial establishment, of which he is a part, should logically bear
the expense of the fact that he is a casualty, and the society (by a

pay-roll tax) and the Nation (by a supplementary contribution if

needed) back of that industrial society can logically be called on to

pay the cost of his unemployment, as an incidence of our modern
society.

I would sum this up in this way: The worker pays as a consumer
to the extent that 3 percent—I will say 3 percent because that was
the committee's report—to the extent that the 3-percent levy on pay
rolls is passed on. Then there is a waiting period and he pays there.

Then in the low benefits, he pays there. Then in the fact of unem-
ployment, he pays there. He is the victim, not the cause. He is

most of all the victim, and certainly least of all the cause of unem-
ployment. He is a casualty of our modern society and if we have a

sense of social responsibility in providing for the casualties of war, I

think, in these pensions, we certainly have no less a responsibility for

providing for the casualties of peace. If the soldiers at the front are

carrying on for the country, so are the industrial soldiers of peace,

from my point of view, even more carrying on for tliis country. So,

for myself, I am opposed to employee contributions because of these

considerations.

This occurs to me in this connection: I have heard it said, "Well,
that puts the worker on the charity basis." Well, Mr. Chairman,
that was the argument used against a public-school system. It was
said that it would not be self-respecting for cliildren to go to schools

paid for by the public. I think we have gotten over that idea.

Senator Black. They also said it was socialistic, did not they?

Mr. Graham. Yes, sir.

Senator Black. May I ask you a question in regard to your cas-

ualty idea. I do not know whether you would want to express a

view on it or not. You say the worker is a casualty of the modern
economic and industrial system?
Mr. Graham. Yes.
Senator Black. Is it your belief that he is, to a certain extent, a

casualty as the result of the fact that too much in the modern in-

dustrial system goes to interest and profits and too little to wages?
Mr. Graham. Yes, sir.

Senator Black. If that is true why should not some of this be
borne through a Federal subsidy?
Mr. Graham. Yes, if the pay-roll tax is inadequate.
Senator Black. Why should not some of tliis be taken from the

incomes of those who have received too much profit and too much
interest?

Mr. Graham. I am not speaking for the Advisory Council at this

point.

Senator Black. I am asking you for your own opinion.

Mr. Graham. Senator, in these direct questions that \^ou have
asked me, I wish to make it clear that I am trying to answer them as

honestly as I can as an individual. I am not trying, in answer to

your direct questions, to speak for the Advisory Council.

Senator Black. I understand that.
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Mr. Graham. 1 thiuU uiuMnplovmont is a ninttor of industry and
tlio Nation, and not tlio worUors' responsibility. Therefore I could
not answer your question honestly otherwise, not to say lofjically and
deniocratically. It could he borne by industiy as part of the cost of

production, and by the public, which has a stake in the fact that
W(»rkers in industry carry on for the public.

Senator Black. The i)oint 1 am (rettinjr at is this: Of course a
sales ta.\ or a pay-roll tax is borne by the consumers; isn't that true?

Mr. (iRAHAM. Yes, sir; to the extent it is passed on.

Senator Black. And if this is simply levied equally on the con-
sumers of consumable goods and there is not some system devised
where more will be levied on those who get most, it would not be a fair

imposition of the tax so far as the public is concerned, would it?

Mr. Graham. Except in the sense that it is a part of the cost of

production.
Senator Black. But that goes to the consumers and a great majority

of consumers have a small income, have they not?
Mr. Graham. Yes. As a representative of consumers' interest I

of course get your point.

Senator Black. What I am getting at is this: 1 understood you
to state that in your judgment a part of the hazard was tl\e result

of the fact that too much had been drawn from the national pool of

production?
Mr. Graham. Yes.
Senator Black. By those who draw profits and those who draw

in tf rest.

Mr. Gr.a.ham. Yes, sir.

Senator Black. That being true, is it fair to adopt :\ general system
for which a part of the public pays, without imposing a greater pro-
portion on those who get too much profit and too much interest?
Should we not adopt some kind of a taxation svstem, a Federal-aid
system, that would bring some of that excess profits and excess interest
back to bear the burden?
Mr. Graham. I would say. Senator Black, as a general policy, yes.

Now the question as to wliether any or how nuich of this should be
applied to unemployment compensation would depend on the extent
to which that further taxation of excess profits, that public taxation
on over-concentration of wealth would be applied in other areas, for
example in old-age insurance, a public-employment program, a
general public-welfare program. You get my point?

Senator Black. I get it. Your knowledge of histoiy teaches you
that when you once impose a tax on the little man you rarely ever
substitute and put it on the other man?

Mr. Graham. Yes.
Senator Black. So if we substitute a system which imposes tbe

entire burden on the consumer there is very little probability we would
ever change it and put any of it on those who draw the excess profits,

the excess bonuses and the excess interest.

Mr. Graham. Yes. In our comprehensive set-up, Senator Black,
the advisory council has the 3-percent pay-roll tax. Now I may
say at this point, since it is part of an answer to your question, that
I was for 4 percent, and it will be very acceptable to me, as an individ-
ual, speaking for that extra percent, if it cannot be put in as a cost of
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production that it be put in out of public taxation, as a part of the
redistribution of wealth. Is that clear?

Senator Black. Yes, I get your point.
The Chairman. Well, go ahead now with the old-age provision,

Doctor.
Mr. Graham. Now, Mr. Chairman, I am not at all an expert in

that field either.

The Chairman. I will tell you one of the things that is worrying
the committee, or certain members of the committee, and I include
myself in that list. In the case of the unemployment insurance, you
leave that entirely to the States but the Federal Government imposes
-a 3-percent tax?
Mr. Graham. The bill does.

The Chairman. You leave it to the States to pass such laws as they
want to. If they want to divide it up, if they want employers and
employees to contribute or to pay it, they can do it. You fix no
standards.

Mr. Graham. In order to be clear on that point, personally I was
for the grant-in-aid plan of unemployment compensation. Excuse
me for the interruption.

The Chairman. Yes. Now on your old-age-pension proposition

you levy a tax but you leave here an administrator in Wasliington to

fix certain rules and standards that the States must follow?

Mr. Graham. Yes, sir.

The Chairman. The naming of the persons in the respective States
who are to administer the law in the States, and what must be done
must have the approval of the administrator here; that is correct,

isn't it?

Mr. Graham. I think the Federal administrative agencies certainly

have some discretionar}^ powers on the basis of the standards.

The Chairman. Now, the only thing they could do, of course, if

the State failed to meet those requirements of those standards, they
could withdraw the Federal aid up to the $15 per month?
Mr. Graham. Yes.

The Chairman. And now we want you to discuss that feature and
why that policy was agreed upon and recommended, why it is differ-

entiated from the unemployment-insurance program.
Mr. Graham. The old-age-insurance program is set up on the

national basis.

The Chairman. Yes.
Mr. Graham. Therefore there wiU have to be a Federal adminis-

trative agency administering the standards laid down in the Federal
law and administering the requirements delegated in the law. The
discretionary power is delegated to the Federal administrative agency
in order to have an effective national system.
The Chairman. Is there any difference of opinion in the advisory

council on that proposition?

Mr. Graham. The advisoiy council, as far as I recall, Mr. Chairman,
was unanimous in its support of the old-age-insurance program in its

threefold divisions of an old-age-pension plan, the compulsory con-
tributory old-age insurance and a voluntary contributory old-age-

insurance program set up on the national basis.

Senator Black. Senator, may I ask him a question to get at clearly

what we have been interested in?
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The Chairman. Yes.
Senator Black. Doctor Grahajii your statement was that the

conunittee unauinioiilsy agreed on national standards placed in the
law which were to be enforced by a Federal agenc3^
Mr. Graham. You mean the old-age jjeusion?

Senator Black. Yes; the old-age pension.

Mr. Gkaham. Yes.
Senator Black. The law as written has one clause which state that

the Federal administrator shall have the right to determine for him-
self whether or not the law of the State provides a sufficient amount
for the recipients to live in decency. That is the substance of it?

Air. Graham. Yes.
Senator Black. Giving liim a decent subsistence.

Mr. Graham. Yes.
Senator Black. There is a difl'erence of opinion mainly from the

standpoint of the committee of whether or not the legislation itself

should set out minimum standards or whether we should leave it to

one Federal administrator in Washington to determine for himself
whether the law of North Carolina, for instance, did provide a sufficient

ajuount. Was it the unanimous opinion of the committee that such a
discretion should be left in the Federal administrator or was it con-
templated that the law itself should set up the minimum standards?

^Ir. Graham. Well, speaking for myself personally there, Senator
Black, I would be in favor of putting into the law certainly the most
essential national minimum standards on the basis of which your
Federal administrator would operate. It is what I favored in the
case of unemployment compensation.

Senator Black. In other words, Doctor, is the situation that some
of them have asked about: Suppose, for instance, you take your State,

North Carolina, or any State, and it should adopt a law which said

that $20 or $30, or any amount it saw fit, will support its recipients

in reasonable decency.
Mr. Graham. Yes.
wSenator Black. Do you believe that the Federal administrator in

Washington should be vested with the power to tell the State of

North Carolina that $20 or $30 is not enough and the Federal Govern-
ment will not contribute unless it raises it to $40, or do you believe

that the Congress itself should write into the law the minimum
standards, so far as the amount is concerned? That is the question,

as I understand it, which is revolving in the minds of some of the
members of the conmiittee?
Mr. Graham. I haven't thought that thoroughly through, Senator

Black, but to the extent that I did think it through, in the case of

unemployment comi)ensation, I am in favor of writing into the Federal
law certainly a good number of minimum national standards on the
basis of which \"our Federal adndnistrative agency would act in co-

operation with the State administrative agency. The administrator
would use his discretion, but starting with those national minimum
standards put into the law.

Senator Byrd. Well, \'ou favor the law as it is then?
Mr. Graham. Yes.
Senator Byrd. You favor it as it is written, which gives the Federal

administrator the right to withdraw the P'ederal aid from any State
that does not meet his opinion of these standards, wliich say they
shall in accordance with decency and health.
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Mr. Graham. On the basis of the national minimum standards
written into the law; yes.

Senator Black. I understand he does not agree with that. I

understand he thinks the law itself should have the minimum
standards as to the amoimt and that the administrator should reaUy
be an administrator to carry that out. That is the way I under-
stood him.
Mr. Graham. I haven't made a study as I have in the case of un-

employment insurance, as to what those national minimum standards
should be, Senator Black, but I would say you should write into the
law essential minimum standards and then give the Federal adminis-
trator discretionary power as to whether they are conformed with or
not.

Senator Btrd. Here is what the proposed law says:

Old-age assistance shall mean financial assistance assuring a reasonable sub-
sistence compatible with decency and health to persons not less than 65 years
of age, who. at the time of receiving such financial assistance, are not inmates of

public or other charitable institutions.

Mr. Graham. Yes.
Senator Btrd. What further regulations or minimum requirements

would you advocate putting in?

Mr. Graham. I would sfand on this particular law in the case of

old-age insurance, but in the case of unemployment compensation,
since it is not set up on the national basis, I would be in favor of

writing in national minimum standards.

Senator Btrd. But you do not favor any additional standards in

the old-age pensions?
Mr. Graham. I say I haven't thought through all the exact

national minimum standards for the old-age pensions, and therefore

I would not like to give an opinion on somethuig that I haven't

thought through.
Senator Btrd. Under this proposed law the administrator may

withdraw his approval of the State plan even after it has already

been given.

Mr. Graham. Yes.
Senator Btrd. Without notice to withdraw or withhold the pay-

ments from the State. Do you favor that? In other words, after

the States have adopted a pension system the Federal administrator

at Washington—with no appeal from his decision—can arbitrarily

withdraw the Federal payments without even notice. It does not

pro^-ide here that any notice shaU be given. All it says is he shall

notify the State authority of his action. He can withdraw it one

day and notify the State the next day.

Nir. Graham. Of course that can be met by writing into the law
a few national minimum standards, as we propose in the case of

unemployment compensation?
Senator Btrd. The only standard, of course, that would protect

the situation would be to %vrite it in in dollars and cents, to say you
cannot %\ithdraw the Federal aid from the States that contribute so

much in dollars and cents. These other standards, they are all to be

interpreted by this administrator, who is the sole arbitrary judge and
from whose decision no appeal can be taken.

Mr. Graham. Yes.
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Senator Byrd. Would 3*011 advocate writing into the law that there
should be a standard of so many dollars a month, a minimum stand-
ard? Before you answer that let me ask you this question: Senator
Wafrner testified that he thougrht the minimum standard should be
$40 a month. Mr. Green stated that the minimum standard should
be $50 a month. Miss Perkins testified that one of the reasons for
payintj the pensions was to increase the purchasing power of the peo-
ple. \Miat is your opinion as to the minimum that should be paid in

order to carry out the purposes of the act? Do you agree with Senator
Wagner or do you agree with Miss Perkins that you should pay pen-
sions to increase the purchasing power?

Mr. Gr.\h.\m. Senator Wagner said S40 a month?
Senator Byrd. Senator Wagner said $40 a month.
Mr. Gh.\h.\m. I would certainly say if this committee could work

it out on the basis of sound financing that $40 would be more adequate.
I think that would have to be, in a sense, worked out with regard for

the whole financial program that this committee works out. I would
personally be in favor of S40 if more money can be found to carry it

on a sound basis. Otherwise I am for the provisions as thoroughly
worked out by the actuarial and economic experts.

Senator Byrd. Coming down to your own State of North Carolina,
your report that you signed and I assume prepared, says that one-
half of those over 65 years of age %vill be eligible. That was carefully

worked out, was it not? In other words, that one-half of the people
living ill any given State, people who are over 65 years of age, \n]l be
eUgible to old-age pensions?

Mr. Gr.^.ham. The experts worked that out on a threefold basis of

outright pensions and contributory insurance.

Senator Byrd. If Virginia pays S25 a month, added to the SI 5 of

the Federal Government, and one-half of those over 65 years of age
in ^'irginia are eligible, it will put a burden of taxation on Virginia of

$21,000,000 a year, which will increase the general burden of taxation
in the State, exclusive of the gasoline and license taxes. Can North
Carolina stand such an increase in taxation? I assume our two
States run about the same, except you have got more inhabitants than
we have. Do you believe you can double the taxation in North
Carolina at this time in order to meet the requu-emcnts of collecting

and paying the $40 which you say should be the minimum?
Mr. Graham. I say, Senator, personally I was in favor of S40

if it could be soundly worked out. You ask me if I e.m in favor of

the old-age recipients getting $40 a month. 1 tliink, we all are, if it

can be soundly worked out, but the experts have worked out, I think,

as far as the National Government is concerned, a $30 provision. If

a more adequate provision can be worked out I am in favor of it.

Senator Byrd. Xn\ I correct in the thought that your committee,
after investigation, believes that one-half of those over 65 years of

age will be eligible to the pension, not perhaps the first year, but as 2

or 3 years go on what—one-half of them will be eligible. That is

correct, isn't it?

Mr. Graham. That is what the experts worked out.

The Chairman. Is that absolutely correct? I am a little hazy
about that.

Senator Byrd. That is what the reports say that they signed.

The Chairman. That is the advisory committee report?

1U07*>U
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Senator Byrd. Yes.
Mr. Graham. Yes.
The Chairman. One-half of those above 65 will be eligible under

this definition?

Senator Byrd. Yes.
Senator Bailey. Mr. Chairman, the Hfe-insurance statistics indi-

cate that 85 percent will be eligible.

Senator Connally. 85 percent of those who are over 65 years of

age?
Senator Bailey. Yes. That is written in the insurance statistics.

I do not know where they got the statistics.

Senator Clark. 85 percent of the people above 65 years of age?
Senator Bailey. Yes; 35 out of every hundred who have reached

20 years of age get that far. Those are the Metropolitan Life Insur-
ance Co.'s figures.

Senator Hastings. Wlien Senator Wagner were before the com-
mittee I particularly called Ins attention to the statements in that
report that there were 3,750,000 people over 65 years of age that needed
this help.

The Chairman. I think he said there were over 7,000,000 people
who were 65 years of age.

Senator Hastings. Three million seven hundred and fifty thousand
that needed this help. He left me with the distinct impression that
it was necessary to take care of that many. Wlien Dr. Witte came
before the committee and that same question was put to Dr. Witte
he explained that while it was true that that many needed help, they
were counting upon all but a million of them being taken care of by
their relatives, and in various other ways, and enumerated how the
million was made up. So his conclusion was that what he had to

take care of was a million people.

Senator Connally. Senator, is not it true that a lot of those who
are being taken care of by their relatives will horn in on the deal

when the act becomes effective, feeUng they have a legal right to it?

Senator Hastings. I was trying to refresh his memory by what
the witnesses said.

Senator Connally. Yes; I admit that.

Senator Bailey. I haven't any question, Mr. Chairman, but I

want to say that when you enact this legislation I know you will drop
the age limit to 60 the next time you have an election.

The Chairman. Sixty years of age?
Senator Bailey. Yes. That is the history of all the pensions.

There will be no exception in this one.

Senator Hastings. I noticed in the daily papers in my State a
report of the Commission that is administering the old-age pension
law, and it gave the number of persons that were on pension and it

said there were just that many more that had made application and
had not received it because there was not money enough appropri-
ated for that purpose. Just about one-half were being taken care of,

of those who made the application.

The Chairman. What does your State appropriate? Is it $6 or
$9?

Senator Hastings. I have forgotten the limit. The average that
is being paid is around $10. I have forgotten whether it can pay
more than that or not.



ECONOMIC SECURITY ACT 301

Senator Couzkns. Th.o nuinher of applicants does not necessarily

mean that that is the nuniher which must bo taken care of, does it?

Senator IFastin-gs. I do not know that it does. I think it gave the
impressiini that there were this many that ought to be on and they
could not be put on because of lack approi)riations.

Senator Black. K.xperience has shown that 50 percent is not the
numi)er that is jinid old-age pensions, exj^erience lias shown, as I

recall it. that lo percent only are drawing it.

Senator B\ud. The standards of this law and the standards of

State laws are entirely diilercnt. For instance, the majority of

State laws have a limitation of 70 years.

Senator Black. 1 am not sure about New York, but I think that
is the Hmit there.

Senator Byrd. Most of the State law^s say they shall be needy.
There is nothing in this legislation that you propose or in any report
that you make, which indicates that only those that are needy should
be pensioned. It says they should be pensioned so as to enjoy a
standard of decency and health, which is determined b}^ the Federal
administrator.

Senator Connally. That is because the theory of the bill is that
States will set up the standards.

Senator Byrd. The legislation does not provide for it. It says
that the Federal administrator shall determine the standard and shall

determine as to whether or not he shall give Federal aid to the States.

Senator Connally. I was thinking about the dependents. Does
that mean the standards set up by the State laws?

Senator Black. It is contemplated this will only take care of those
in need, where the families will not take care of them.

Senator Byrd. I understand the commission which has investigated
the matter has given an entirely contrary report. It says [reading]:

At this time a conservative estimate is that at least one-half of the api^roxi-
mately 7,500,000 people over 65 years now living are dependents.

Senator Wagner, in his written testimony, carefully prepared for

this record, gave the dollars and cents that it would cost to take care
of them. lies aid it would take $1,680,000,000 a year to take care of

those that at present need assistance.

Senator Black. Wliat percentage is 1,600,000 of the total within
the age limit? It is not nearly 50 percent, is it?

Senator Byrd. It is one-half.

Senator Black. There are more than 3,200,000 within the age limit,

are not there?
Senator Byrd. Senator Wagner said in his testimony that 3,500,000

were eligible. He said that would cost $1,680,000,000 per year, on
the basis of $40 a month. You will find that in his testimony.
Mr. Chairman, Dr. Graham studied this. He comes from North

Carolina and I come from Virginia.

Senator Bailey. Let me say something about Dr. Graham. You
say you know he came from North Carolina. Nobody ever lived in

the State that has more respect for his opinion than I have.
The Chairman. I suppose the doctor would say the same thing

about you.
Senator Bailey. I can say it much better about him than he could

ever say it about me.
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Senator Byrd. That is the reason I want the doctor's opinion,
because it is a matter I am deeply interested in.

Senator Black. Senator Byrd, before you make any comment, I
think you would like to know that Dr. Graham stated that he is not an
expert on statistics, that he depended antirely on the experts and
actuaries as to that, that he was a layman, insofar as these matters are
concerned.

Senator Byrd. I think we have the right to assume that this report
that was prepared was done so in accordance with careful research.

Senator Black. Yes.
Senator BtRD. This report states that one-half of those over 65

years of age will be eligible for pensions. ^Senator Wagner confirmed
that in his statement. I do not see anything else but to proceed on
that basis, because that is in the report.

What I want to get from you. Doctor, is this: Everything above $15
under this bill is to be paid by the States?

Mr. Graham. Yes.
Senator Byrd. Let us assume, for the sake of argument, that the

States will match it and will give $30 instead of the $40 that you think
will be preferable.

Mr. Graham. I said I thought it was preferable personally, if it

could be worked out sovmdly, but I am standing on this report here
because I know competent experts worked that out. If in time it

would be found that provision can be made to raise the $30 to $40, I

am personally in favor of it.

Senator Byrd. Let us discuss it on the basis of $30 rather than $40.

In Virginia, by the payment of $15 a month to one-half of those over
65 years of age, it means to the State an additional appropriation of

$14,000,000. That will necessitate more than a hundred-percent
increase in the general taxation of Virginia, and I assume that applies

to North Carolina.

Senator Connally. You mean State taxation or city taxation?

Senator Byrd. I mean State taxation. We have a total revenue of

approximately $14,000,000, exclusive of gasoline taxes and license

taxes. What I want to say is this: Can Virginia and North Carolina,

the two States that we know most about here, be put in a position to

increase the general taxation 100 percent in order to even pay the

minimum requirements of $15 a month under this bill?

Senator Bailey. Will you let me throw one factor into that? It

would not be a 100-percent increase in North Carolina, because our
base of the general tax is different than yours. Our base is $22,000,-

000, and the appropriations will make it about $25,000,000. That
includes the maintenance of the schools. You do not have that.

Senator Byrd. Yes. You have more inhabitants than we have got.

Would it be possible to increase the taxation of North Carolina 25
percent?
Mr. Graham. Senator Byrd, it, of course, would be difficult to

increase the taxation of North Carolina any percent, but I believe

so much in old-age insurance that I think we ought to pay the price

to take care of our old people.

Senator Byrd. Do you think the legislature of North Carolina will

pass the additional taxation to match the Federal aid?

Mr. Graham. I know the people of North Carolina are in favor of

an adequate provision for old people, both those who are destitute

I
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and those who would be placed on a coritril)iitorv i)asis and as the

years go on.

Senator Bviin. But this hill does not provide for only j^aynients to

the destitute. That is the point 1 am trvinp; to make clear. It does

not say they shall be needy and destitute. It says if they do not

•enjoy a certain standard of livinp; which is that determined by the

administrator in Wasjunfrton then they are eli<;ible for pensions.

That is a very vital point, it seems to me, that is entirely overlooked.

Senator Black. I have misinterpreted the bill if that is what it

says. I understi>od the administrator was s:iven the ri^rht not to

determine whether or not the amount contributed by the State to

the destitute was sufficient to maintain them, but to withdraw the

Federal appropriation or the Federal payment if the State did not
meet the recpiirements of the bill.

Senator Byrd. You read section 3.

Senator Black. I read it.

Senator Bailey. Let me read it then.

As used in this title "old-uge assistance" shall mean financial assistance assuring
reasonable subsistence conijiatible with decency and health to persons not less

than 65 years of age who, at the time of receiving such financial assistance, are
not inmates of public or charitable institutions.

Senator Clark. So if the administrator was to determine that $60
a month was necessary for a decent standard of living in Massachu-
setts, let us say, or Michigan, or some northern State, then unless

your State contributed $45 a month the administrator would be forced

to withhold all Federal funds?
Senator Black. Certainlj^, for those who were drawing the pen-

sions. That does leave up to the administrator the right to deter-

mine whether or not the amount written into the State law is ade-
quate to maintain them, assuring a reasonable subsistence compatible
with decency and health.

Senator Byrd. The point I am trying to make is: I have read the
reports carefully, I have read the testimony, and there is nothing to

indicate that these pensions are to be confined to the needy and desti-

tute. On the contrary, Miss Perkins, who has something to do with
the administration of a part of this pension, has testified that these

pensions should be paid in substantial amounts in order to increase

the purchasing power of the people. That is the matter that I want
to get before the committee. This is not a pension for the needy and
destitute, this is a pension to maintain a certain standard of living,

which is determined by the sole authority of the administrator at

Washington. That is what the bill says.

Senator Couzexs. I would like to hear the views of the witness
about this thing.

The Chairman'. Proceed, Doctor.
Senator Bvhd. Let the doctor answer that question.
Nfr. Graham. I think, Senator, that the Federal administrative

agency and the State administrative agencies wonld work out, in a

general way, these points that you are referring to. I do not think
the administrative agencies would want to pile on the old-age-pension
list peoj)le who did not belong tiiere.

Senator Byrd. ^\ as it the object of your committee to only pay
pensions to the destitute and needy?
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Mr. Graham. You mean with regard to grant-in-aid to States"

that have old-age-pension laws?
Senator Byrd. I am not talldng about that. I am talking about

the bill as it is and now written.

Mr. Graham. We divided the old-age proposals into three parts.

The first part is a Federal grant-in-aid to States, as presented to our
council, to States which have or will have old-age-pension laws,,

which make provisions for the needy people. Then in addition to

that the advisory council recommended that there be a compulsory
contributor}'- old-age-insurance program. That is not a matter of

their destitution but a matter of their right, on the basis of contribu-

tion by industry and workers. The tliird proposal is for a voluntary
contributory plan.

Senator Byrd. I was not discussing that, Doctor. I will not

bother you with any further questions if you will answer this one
question: Was it the purpose of your committee, of which you were
the chau-man, to pay, either by the interpretation of this administrator

at Washington or otherwise, pensions to those over 65 years of age

who are not needy and destitute, or were only pensions to be paid to

the totally needy and destitute?

Mr. Graham. I would like Mr. Nordhn to come here and confirms

my opinion. He was a member of our council. Mr. Nordlin confirms

my opinion that in our discussions we understood there was to be a

means test for those who are to be recipients under the old-age

pension part of the threefold old-age insurance program.
Senator Byrd. They are not necessarily needy and destitute in

order to receive the pensions?
Senator Black. He said so. He said there was to be a means test,

which means destitute.

Senator Byrd. He did not use the word "destitute". Senator.

I want liim to say definitely whether they would have to be needy and
destitute in order to get the pensions.

Senator Couzens. Is not there a difference between "needy" and
"destitute"? A person may be needy and not destitute. I do not
tliink they should be connected, necessarily.

Mr. Graham. I would say they certainly should be needy to quahfy
for this first part of the old-age pension program.

Senator Byrd. Would you be favorable to writing that into this

section 3, instead of setting up the standard of decency and health,

that nobody knows what it means? You and I may favor this and
may differ a great deal as to what is a standard of decency and health

when it comes to living.

Mr. Graham. I think, Senator, I would trust the administrative

agencies of the State and Federal Governments. I think the differ-

ence here is that I would trust the administrative agencies more than
you would.

Senator Byrd. You would have to trust the Federal administrator

here. He is the sole judge of this.

Mr. Graham. Yes, aaid I would trust him.
The Chairman. Go ahead, Doctor.
Mr. Graham. Might I say at this point, I do not think I am worth

anytliing to you with regard to actuarial details. If I am worth any-
thing at all it w^ould be with regard to a broad approach to the whole
question. I do not have any prepared talk. I only knew the day
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bofoiv yostordav that I was f2:oino; to como, and, as Senator Bailey
knows, 1 have Keen nieotin<x with trustees and eoniniittees and pre-

pnrin<r a budiret for the K'jiishitiire. rlust in an informal manner I

give you my views in response to your invitation to appear.
The Chaikmax. Wc will be very glad to hear you, Doctor. We

understand that as to the details you are not competent to testify.

Mr. (iuAHAM. Understand me, 1 am not running from anything.
I would like to say that I stand for this whole broad comjirehensive
program of social security. 1 think t!iat it should be approached on
a Nation-witle basis with natioiial minimum standards and 1 will sug-
gest why I think it should be api)roached on a Nation-wide basis.

Our economic society is national in nature. Industries are organ-
ized in America on a national basis. Capital is fluid, it overflows
State lines. Industries are migratory, they move from one State to

another. Labor is mobile, workers move from one State to another.
Unemployment is national in nature and will require a Federal re-

insurance fund.
Old age is national in nature. The only way you could set up a

sound actuarial old-age insurance plan would be on the whole popu-
lation in the Nation and not by geographical patches.

So I sa}' our economic society is national in nature. Our economic
society is nationally dj^namic in nature. As we look at America,
here are great railroads that reach across the continent; they do not
stop at State lines. Oil pipe lines, concrete highways, telephone and
telegraph lines, high-tension power lines, all make it very clear that

we are, as an economic society, national in structure. There is a

great mechanical framework flung across this continent, and that

great mechanical framework sustains our society. Even at the bot-

tom of the depression it held up our modern industrial society. It is

dynamic in nature. You touch it anj^where and you touch it every-

where.
That is true even in an international sense. To think that we can

approach this thing merely from a State point of view takes out of

account the fact that modern industrial society is not only national,

but international in nature. A Slavic boy in Bosnia-Herzegovina
pulls a trigger and in a few years 2,000,000 American boys cross an
ocean. Why? Because the great mechanical framework flung around
the earth catches up wars anywhere, and implicates men everywhere.

Here in a little street called ''Wall Street", which is a narrow little

street, where is concentrated the financial life of our country, occurs

a financial crash. I do not mean the crash in Wall Street caused the

great depression, but I mean to say that just as the trigger pidl set

ofT one of the greatest wars of the world, just so has the economic
crash in Wall Street got on the wires of the world and released these

great pent-up forces which involved all the nations and all mankind.
Now in the midst of such a national economic society, in the midst

of an economic stnicture sustained by a mechanical framework flung

across the continent, we must approach this subject on a Nation-\nde
basis. It is national in nature and it is dynamic in nature.

Senator Bailey. Doctor, let me interrupt.

Mr. Ghaham. Yes, sir.

Senator Bailey. Agreeing to all of that, for the purpose of argu-

ment, why does not the bill provide for all manner of destitution

rather than stating the age? That is national, too.
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Mr. Graham. Might I say on this point, Senator Bailey, that

personally, on the basis of studies made for the Advisory Council, I

am for this sort of comprehensive program for social security, unem-
ployment compensation, old-age insurance in its three divisions, the

old-age pensions, the compulsoiy contributory and the voluntary
contributory systems, and a public-employment program, a youth
educational program, a public-assistance program, mothers' pensions,

maternal care, security for children, a public-health program based
on the Public Health Service, and a further study in cooperation with
the medical profession of a health-insurance program.

Senator Bailey. You would pay pensions for crippled people, too;

crippled children and so forth?

Mr. Graham. I would favor the rehabilitation of crippled children

and of crippled people.

Senator Bailey. How about crippled men who are 40 years of age,

who could not make a living by reason of some disabilities? Suppose
a man had a stroke of paralysis which incapacitated him, would 3'^ou

favor the Federal Government giving him a pension?
Mr. Graham. I would be in favor of society doing something for

him rather than letting him starve or lose his self-respect.

Senator Bailey. The point is, would you consider that a national

obligation rather than a State obligation?

Mr. Graham. I think the program worked out here, on the basis

of this Nation-wide approach, is on the basis of a Federal-State
cooperation. The public-assistance program would be on the basis

of a State-Federal cooperation.

May I add one other thing. I will try to make this statement from
my point of view. I am just stating for myself, on the basis of

studies made by competent comnnttees. I would add one other
thing. I would be in favor of a Federal department or adminis-
tratiou of public welfare for the purpose of coordinating the Federal,

the State, and the county public welfare program in America. Now,
that is in answer to your question. I am as a simple citizen for that
comprehensive program of social security in America.

Senator Connally. Doctor, in answer to Senator Bailey about the

crippled people who are 40 years of age, we do that now. ^^e aid

those who are crippled and those who are not crippled. I mean the

Federal Government feeds them all over the country.
Mr. Graham. Yes, sir.

Senator Byrd. We are not doing that as a permanent policy.

vSenator Connally. 1 do not know about that.

Mr. Graham. In this Nation-wide set-up for public-assistance pro-

gram, I would be in favor of cooperation between the Federal Govern-
ment, the State, and the counties. Does that answer your ciuestion,

Senator Bailey?
Senator Bailey. Yes. I know what your views are. Everj^body

in North Carolina knows you are a great humanitarian and have been
all your life.

The Chairman. Doctor, aside from the ciuestion of the ability of

the Federal Government to finance tliese various ideas which were so

well expressed by you, did the advisory committee, or did the com-
mittee up there give much study to the ability of certain States to meet
their rec|uireinents under this program? That is one of the important
things to me in this proposal.
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Mr. Ghaham. Sonntdr Htirrison, our advisory council did not make
a study of tlie ability of certain States to meet this program.
The Chaihmax. You will admit that is a very important proposi-

tion.

Mr. OiJAHAM. Yes.
The Chairman. If wo know that the budp;et in certain States has

reached the saturation point and they are unable to raise more money,
and if we put re(iuirements in here that they cannot .o;et the relief unless

they do raise the money, it is a very important ])art of this whole dis-

cussion.

Mr. Graham. Yes; it is. Senator Byrd and Senator Bailey
know that North Carolina is strainins: mightly. I personally tried

not to brino: into my little work as a member of this committee the
particular situation of my own State, and I believe in it so strongly,

Senator Harrison, that I am for the program.
Senator Clark. Doctor, does not the question of where you are

going to get the money enter very largely into the program?
Mr. Graham. Yes; it does. Of course that is the responsibility

of the finance committee to work out. The country presents you a
comprehensive program toward social security and it is for you to

work it out and put through we hope.
Senator Black. Doctor do you believe there is any lack of produc-

tive capacity in this Nation to carry out that program?
Mr. Graham. I do not. I do not think there is anj^ lack of produc-

tive capacity to carry out this program.
Senator Coxxally. Doctor, may I ask you a question?
Mr. Graham. Yes, sir.

Senator Coxxally. Basicallj^, your own theory is that this is a
great, rich, powerful, and productive country?

Mr. Graham. Yes.
Senator Coxxally. And in this country there is no place for those

who are old and dependent %\'ithout being cared for by somebody?
Mr. Graham. That is right.

Senator Conally. And that the industrial, business, and com-
mercial set-up somewhere ought to have placed upon it the burden
of looking after these casualties of this modern industrial warfare.

Mr. Graham. That is our fundamental position
;
yes.

Senator Coxxally. That, in short, is your position. The details

of it you are not undertaking to tell us about.
Mr. Graham. I am not. I am not a statistician and I am not an

actuary.

I would like to add something that your question, Senator Black,
provoked in my mind. It may not be directly related to it, but since

it provoked it I want to say it. I say that we have the national
economic society, a dynamic national economic society, with a vast
concentration of wealth at great centers.

Senator Coxxally. Exactly.
Mr. Graham. It seems to me, Mr. Chairman, that in view of that

fact we should not, on the basis of theory, put along with that national
dynamic economic society, with its mighty concentrations of wealth,
a decentralization, a political decentralization and a decentralization
of the social devices to cope with that national dynamic economic
society with its great concentration of wealth. With all our regard
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for the separate States we should have for this dynamic continental
industrial structure corresponding social controls.

Senator Clark. Doctor, why should not the Federal Government
do the whole thing? Why do you bring in the State at all?

Mr. Graham. Senator, we have in this country a Federal Union.
We are traditionally set up as a Federal Union. Insofar as we do
not sacrifice social controls in behalf of the people of this country,
why should not we use a Federal-State cooperative plan.

Senator Clark. Your whole argument goes to the point that the
whole economic structure crosses the State lines and is national in
character. You further state that the concentration of wealth in
some of the great centers is going further than the State lines and is

a national problem. Then you set up a machinery which allows the
Federal administrator in Washington to say to a State, which may
be one of the border States but has none of this great concentration
of wealth, "You lack in $25 a m.onth or we will not give you this
$15." What I am getting at, Doctor, is not that in variance \vdth

j^our general theory?
Mr. Graham. I think in time. Senator, we will work out such a

tax program in America that, whether it be on the Federal-State
cooperative basis or the national basis within the constitutional frame-
work of the Federal Union, we will redistribute to these armies of
forgotten people on the basis of their earnings and needs the wealth
that all the people of America produce.

I have a little statement here which I prepared as a supplementary
statement for the Advisory Council, with regard to the grant-in-aid
plan, which may, to some extent, answer your question with regard
to unemployment insurance. I think jout question is very pertinent.

Senator Clark. It seems to me, following that basic premise, that
the whole system should be administered by the Federal Government
of the United States, on the taxes raised by the Federal Government.

Senator Hastings. Doctor, I want to inquire whether, from your
point of view, it would be a practical thing, whether it would not be
more workable if you could just eliminate the existence of the State?

ivir. Graham. I would not eliminate the existence of the States.

I especially could not say that, as a North Carolinian, with all of the
traditions and spirit that gather aromid that name, that area and those
people. I am trying to suggest this. Senator: I want to see this

constitutional Federal Union preserved, but if we try to cope with
great concentration of wealth and great national economic problems
simpl}^ through the States, then we jeopardize the Federal Union, in

the long run. Let us not call on the States to do things that are not
in accordance with their nature.

Senator Byrd. You do not want to call on them to do an impossible
thing, do you, as far as taxation is concerned?
That is what this does, as I understand it. There are very few

States in the Union that can contribute $25 to everybody over 65
years of age and remain solvent.

Mr. Graham. To the extent, Senator, that you say the State can-
not do it, I would say it is a Federal responsibility, on the basis of

what M^e might call a Federal equalization plan to make provision for

the people in those areas, because they are just as much American
citizens as if they lived in Washington.

Senator Byrd. This bill does not provide for it.

Mr. Graham. I am just giving my personal views.
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Senator Connally. Doctor, in regard to that question of the
cooperation of tlie State and Federal Government, as time goes on
that will come more and more into the picture?

Mr. (tRaitam. May I say in that connection that with regard to

certain things the States and counties will more and more assume the
responsihilities of our American Federal Union. Even in the face of

these processes and development of national concentration it does
not mean that localities and States are not going to have even greater

responsihilities in the fields that their natures and their interests are

adequate to meet.
Senator Connally. Well, that is splendid and fine, but Doctor,

you must agree, I think, that the whole trend is to transfer the
activities to the Federal Government in a large degree. We start

out here by allocating 50 percent of the burden to the State and 50
percent to the Federal Government. The chances are that the next
time we wil make it two-thirds for the Federal Government, and
there is some argument for that now.

Mr. Graham. May I put it this way? We had a school system in

North Carolina set up on a local basis. There were rich counties and
there were poor counties. The children who lived in Mecklenburg,
Forsyth, Durham, Wake, and Burke Counties had good schools and
the children who lived in other counties—I will not name them here
as it might be taken in an invidious sense—had the backward schools.

Now, the children who grew in those mountain counties were just as

fine a stock as we had and they were not i)rovided for in the public-

school system. Therefore, a State-wide school system was provided
which took account of the fact that those children were North Caro-
hnians. That does not mean that Mecklenburg County has gone out
of business or that Wake County has gone out of business. Those
counties still have large responsibilities. But North Carolina guar-
antees to every child, white or black, rich or poor, in an industrial

center or in a rural area, an 8 months' school term. Do you get my
point?

Senator Connally. That is what I had in mind suggesting to you,
that by reason of that very fact there are going to be poor States,

weak States, and more and more aid from the Federal Government
has got to come into those States. For instance, during the depres-

sion did not the relief measures break down in the States, the local

charities, and we had to make it a Federal relief program? The
United States is an economic w^hole, and, as you suggest, the wealth
that is concentrated in Chicago, Boston, and New York, was not made
there. That wealth was drawn from all parts of the United States,

through the productive activities of many of these people wJiom it is

your object now to help safely through.
Mr. Graham. Yes.
Senator Connally. The onlj- reason that the Federal Government

today has maintained its financial standing and maintained its taxes

has been because under the Federal system of taxation we have been
able, on behalf of the whole country, to tap those sources of wealth,
this concentration of wealth in the form of enormous income. On
the other hand the States, counties, and cities have all been broke
during the depression and unable to finance this relief. Just because
of that ijumovable fact, whether you want to do it or not, it looks to

nic like you have got to more and more recognize that the need for

Federal aid will be increasing.
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Senator Couzens. This is really an excellent argument. It looks
to me like we would have to increase the taxes on income.

Senator Connally. We ought to put the burden on those who do
have the incom.o.

Senator Clark. Does not it follow, from that argument, that the
Federal Government ought to handle the whole program?

Senator Connally. It will, in the course of time, you need not
worry about that.

Senator Bailey. On that point, doctor, I would like to address
your attention to the simple fact that the States which are classified

as rich States, as, for example, Illinois, Pennsylvania, and New York,
are maldng more claims on the Government right now for relief than
any other States; more than North Carolina, for example.
Mr. Graham. Because we have not worked out yet, Senator Bailey,

an economic system that is not subject to breakdown. I think this is

true: When your breakdown comes it comes heaviest in your great
industrial centers.

Senator Bailey. The theory that we have an unlimited amount of

money at our command, that this committee of the Senate can reach
out and get more money, is not well founded in fact.

Mr. Graham. Because we have not worked out an intelligent

economical social system yet, but I think it is in the power of the

American people to do it in time.

Senator Bailey. Would not we have to go down into the lower
incomes as well as up into the higher ones to raise the necessary
revenue? You realize the Government now is raising above $3,200,-

000,000 and is borrowing $5,000,000,000 a year to cope with this

situation, and we have gone in debt now to the extent of $32,000,000,-

000, all told. How do you react to that? We are face to face with
a financial difficulty. How do you react to that, in view of the fact

that by this program you are adding further burdens to an already
overburdened Government?
Mr. Graham. I am not a tax expert, Senator, but I am in favor

of taxing according to ability first.

Senator Bailey. You presume that if we did we would get enough
money?
Mr. Graham. If we more intelligently organize our industrial sys-

tem; yes. The great potential productive capacity is here, the re-

sources are here, the technical skill is here, the enterprise and ingenuity
of people is here.

Senator Bailey. You anticipate that occurring, but you proceed
here ahead of the occurrence.

Mr. Graham. I think the President's Committee, the Cabinet
Committee to which we were mere advisers, has tempered this thing,

it is easing it in, it is not throwing it right into the midst of the
depression now. If we were to throw an unemployment compensa-
tion plan right into the midst of this depression it would be a very
unsound thmg to do and we would not build up any reserves. I

think the Cabinet Committeo has made some provisions for a gradual
introduction of the program.

Senator Couzens. Will not these necessities, in and of themselves,
force us into a proper taxation system?
Mr. Graham. And a more intelligent system of social control.
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Senator Bykd. Do you thliik Doctor, that wc ouj2;lit to tax tax-
exempt securities in order to get an equal distribution of taxation
system all over the country?

Mr. ( I UAHAM. 1 haven't studied that question, Senator.

|& Senator Bvrd. I stronj^ly favor that, because with this excessive
taxation that is comin<:: the rich jjcoplo iji the country can find a
rel'uixe to escape taxation l)y investing!: their jnoney in tax-exempt
bonds.

Mr. Graham. 1 thuik that question should be gone into.

Seiuitor Bvrd. There is a great reservoir of wealth there that ought
to l<e lapped, because the richest people of the country are the people
tliat own tax-exempt bonds.

Senator Couzexs. The total amount of tax-exempt securities that
arc out in this country does not anywhere equal the aggregate amount
of wealth invested in industry and farms.

The Chairman. Doctor, you are not an expert on securities?

Mr. Ciraham. 1 am not an expert on securities.

The Chairman. Go ahead.
Mr. Graham. Mr. Chairman, I am not an expert on anything.
Senator Black. Doctor, as I gather it, you have an idea that this

Government can still produce as much as it did in 1928 and 1929,.

don't you?
Mr. Graham. Yes; I do.

Senator Black. The productive capacity of the people is the same?
Mr. Graham. Yes. And, Senator Black, it can produce it on a

basis that woidd not be in the nature of a false prosperity.

Senator Black. And as I gather it, you do not think that people
eat money or dress in money, but we ought to organize our financial

system and the entire taxation system so that when we do produce
enough food we can eat it, and when we do produce enough clotlung
we can clothe ourselves with it, and when we do produce enough
lumber we can have shelter?

Mr. Graham. Yes.
Senator Black. You do not claim to be ah expert on how we should

do that, but you believe we should tax those people who are able to

pay it?

Mr. Graham. Yes. I believe the American people are intelligent

enough to work it out.

Senator Bailey. Doctor, the point in niy mind is whether we are

now as rich as we were before the depression?
Senator Black. Are not we as rich now, Doctor, as we were before

the depression?

Mr. Graham. Yes.
Senator Bailey. Because of tliis depression there ma}^ be many

who are not as rich as they were before.

Senator Black. Do we have any fewer factories than we had
before, Doctor?
Mr. Graham. We have no fewer factories; no, sir.

Senator Black. Do we have fewer farms?
Mr. Graham. No.
Senator Black. Do we have few productive capacities?

Mr. Graham. No.
Senator Black. \Ve have fewer running, is not that true?

Mr. Graham. Yes; we have fewer running.
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Senator Black. The}^ are not running because the onl}^ thing on
earth that will make them run is purchasers ^^dth money. The need
is there.

Mr. Graham. The capacity is there, and the need is there.

Senator Black. The factories are there, but they will not run unless

they make a profit?

Mr. Graham. Yes.

Senator Bailey. Is there any way they can sell their products
except by selling them to customers \vith the ability to buy?

Senator Hastings. Doctor, do you know anybody who can work
this out?

Senator Black. Your committee has offered one plan to help.

Mr. Graham. Yes.

The Chairman. Doctor, you will find there is a sharper difference

of opinion here among the members of this committee than there was
on the Advisory Council,

Mr. Graham. Well, there was, in the most friendly way, a sharp
difference of opinion there.

The Chairman. This is in a friendly way, too.

Mr. Graham. Yes, sir. I was just taking note of your word
"sharp."
With regard to Senator Bailey's question, I think. Senator, that

some people in America are in favor of recovery regardless of recon-

struction. There are others who are in favor of reconstruction

regardless of recovery. I think what we are trying to do, I think

what the President of the United States is trying to do, I think what
Miss Perkins, who is, I would say, in one sense, his chief lieutenant in

this great program, is trying to do is to present a program by which
reconstruction will accompany recovery, because if recov^ery is to

mean merely the recovery of the old, false prosperity, then in my
opinion it is but the prelude to a breakdown vaster and more terrible.

Senator Byrd. Do you think, Doctor, that a very much greatly

increased taxation will be a barrier to recovery?
Mr. Graham. It depends on how the taxation is used. Taking

the cue from Senator Black, if the taxation is used to make greater

purchasing power among the low-income groups, I think it would be
a contribution to prosperity.

Senator Byrd. Do you think that business would develop and we
would operate the factories that are now idle, even though there was
a very much increased taxation?

Mr. Graham. I do not think we can work this out over night,

Senator Byrd.
Senator Byrd. I understand that. Suppose the taxation was in-

creased largely because of the taxation that would be necessary under
this bill, would that be a barrier or a disadvantage to the business
recovery of the Nation, or not?
Mr. Graham. I have already said. Senator Byrd, it would depend

on what the purpose of the taxation was and how it was used. If

we have a concentration way up at the top among people who can
only wear so many shoes and eat only so much bread, whereas down
at the bottom we have the millions who can eat bread and need
shoes, there should be some system de\dsed whereby the people who
need these things may be able to get them.
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Senator Byrd. Do not the statistics show that vvc arc eating in

this country about as much broad as we ate in the days of i>rosperity,

inchidinir other food products? 1 think that is true, that during; the

depression the consumption of food prochicts has been as great as

during the time of i)ros])erity.

Mr. (i HAH AM. 1 think the President of the United States, by his

social program and vision, has made that })ossible.

Senator Couzexs. They may have eaten as much, but they liaven't

worn as many clothes.

Mr. Graham. No, tliey have not. In my State the school teachers

have had to wear clothes now for 3 years—to my knowledge—they

have had to wear old clothes. Some teachers in our State haven't

been able to buy new clothes for several years.

Senator Bailey. The average pay of a white school teacher is $605
^r 8 months' work, and nothing for the other 4 months.
Mr. Graham. That is an illustration of the way not to do it.

Senator Bailey. The salaries of school teachers have been very
reatly reduced.
Mr. Graham. Yes, sir.

Senator Bailey. The State has found it necessary to cut down its

appropriations.

Mr. Graham. Yes. What we are trjang to suggest. Senator, is to

work out a national-Federal-State cooperative plan in America that

will make those things less apt to happen.
Senator I^ailey. Our general assembly is in session and is struggling

with the iiscal problem. It has been struggling successfully up to

date, that much must be said for it. I do not mean this general

assembly, but the last two.
Mr. Graham. I think our general assembly has done the best it

could.

Senator Bailey. It has done so by cutting down the expenses.

Mr. Graham. Yes.
Senator Bailey. I would like you to tell me as a North Carolinian,

assuming that this bill would impose an annual charge of a million

dollars upon North Carolina, as to whether you have any suggestions

on how we would get that, under the existing circumstances in the

State.

Mr. Graham. I am not even a tax expert in North Carolina, but,

Senator Bailey, I stand on mj'- original statement that we should iirst

tax those who are able to stand the taxation.

Senator Connally. Have you an income tax in North Carolina?

Mr. Graham. We have an income tax.

Senator Black. Let me ask you a question about the statement
I read the other day. I do not know whether it was true or not.

The statement was that the tobacco companies having headquarters
in North Carolina made more than enough profit last year out of that

business to buy all of the tobacco raised by all of the farmers. Do you
know whether that is true?

Mr. Graham. I do not know whether that is true.

Senator Connally. ^\liat is that about tobacco?
Senator Black. I told him I read a statement the other day and I

asked him whether he knew it was correct. 1 do not remember
the place where I read it, but it impressed me when I read it. That
statement said that the amount of profits made by the largest tobacco
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company in North Carolina, that the dividends paid—the profits

—

amounted to more than the total paid to the farmers for the tobacco.
Senator Bailey. I think that was true in 1932, but last year the

farmers of North Carolina received $122,000,000 for tobacco, the price
having risen from 11 cents to 27 cents.

Senator Black. That was when we had the program of raising the
prices.

Senator Bailey. My recollection is that in 1932 the farmers got
about $33,000,000 for the tobacco. This year they got $122,000,000.
That changed that picture.

Senator Black. I say if that is true that even in 1932 the tobacco
companies down there made more than enough profit to buy all of
the tobacco from every farmer.

Senator Bailey. Sixty percent of the North Carolina tobacco is

export tobacco, tobacco that is exported out of this country. The
American manufacturers do not consume perhaps but 40 percent of

the North Carolina tobacco.
Senator Black. Were those figures correct?

Senator Bailey. I gave you the figures just now\ What figures

have you?
Senator Black. The figures that I read, that the manufacturers of

tobacco made more than enough profit, according to the report, to

buy all the tobacco from the farmers.

Senator Bailey. In 1932 that appeared to be the fact.

Senator Connally. In other words they made more than enough
on 40 percent to buy the whole 100 percent?

Senator Bailey. They did not buy the 100 percent.

The Chairman. Let us get back to this old-age pension proposition.

Have you any further statement to make. Doctor?
Mr. Graham. I would just like to say this and then I am through.

I think this committee has one of the greatest opportunities of any
committee of the United States Senate, that any committee has ever
had. With all of us vrorking together to do the best that we can
with what we have we can work out of this present situation.

As I think of it now, there are, in one sense, three large periods in

American history. Here was a great wilderness, and the Americans
with their axes and rifles, subdued that wilderness with initiative,

enterprise, courage, daring, and social vision. Then, with scientific

knowledge and mechanical devices, Ave have mastered this great
physical continent.

I tliink today we face, in a sense, a great wilderness, a great wilder-

ness of unemployment, insecurity, desolation and fear. I believe the
American people, focused today in your councils and deliberative

bodies, can, in this generation, wdth inventive capacity and daring,

enterprise and social vision, work out social devices that can cope with
the great industrial, financial, and social problems and build a cleaner,

a nobler, and more beautiful America. That is my faith.

The Chairman. Doctor, ma}^ I ask you, in conclusion, a question
on this proposition: If the committee should determine that the

unemployment-insurance proposition here is very well worked out
and that these contributions by the Federal Government should be
made to crippled cliildren, for health, and so forth, but on the old-

age-pension proposition we were convinced that an appreciable num-
ber of the States in this country were not in a financial condition to
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comply with tliose requirements, nnd so forth, hut to k^ave it with
tliom to puss some kiml of peusioti hiws, not continf]:ent on the propo-
sition that the Feth^ral (lovernniont sliould contribute sometlung to
it and the Federal (lovernment did |)ut in the $15 pension, do you
think that woidd be better than doin*; nt)tliinf; on this proposition?
Mr. Graham. I tliink that would be better than doinf? nothing.

T think there is soniethinc: else that would be even better than that.

The Chairman. What is that?

Mr. Graham. That is for the Federal Government, with its power
to tax, on an equitable basis, to come to the aid of those States.

The Chairman. I said for the Federal Government to contribute to
the States $15, for instance.

Mr. Graham. Yes. And even on this basis of equalization, of wdiich
North Carolina is the foremost example today in the American educa-
tional field, to work out some equalization plan by which an old person
who happens to live in a pooicr State would not get less than an old
person who lives in one of the richest States.

Senator Byrd. I'nder your plan, Doctor, that cannot be carried out,
because the States have got to put up not less than one-half, and if it is

a poor State and unable to pay it will not get any aid from the Federal
Government.

I was impressed by what you said about the school teachers in
North Carolina being underpaid, but do not you think if North Caro-
lina has to contribute a large sum to those covered by tliis bill that that
will prevent the school teachers from ever being paid an adequate
salary? They can only raise so much by taxation. If you divert a
part of the fund of North Carolina to this purpose j^ou wdll have just
that nuich less with which to pay tlie school teachers?
Mr. Graham. I am speaking for myself personally here. It is true

if there are States who cannot meet this expense the Federal Govern-
ment, on that basis, has a great national responsibility and should
make a su])plementary grant-in-aid.

The Chairman. You can appreciate that we have got a hard nut
to crack.

Mr. Graham. Yes. I would like to just introduce here the supple-
mentary statement with regard to the grant-in-aid type of Federal-
State cooperative plan for unemployment compensation, which
ex-presses the view of the majority in general and of Messrs. Leeds,
Green, and Kellogg and myself by express declaration. Several of us
support this plan because it would, we believe, make a better provision
for a Federal reinsurance fund and for essential national minimum
standards with regard to the waiting period, the rate and duration of
benefits.

The Guant-in-Aid Type of Federal-State Coopeu.\tive Plan for Unem-
ployment Compensation

(X(jt an analysis or c^iniparison, hut a supplementary summary of some of the
larger aspects of the grant-in-aid })lan supported by the majority.)
The majority of the Advisory Council on Econ<jmic Secuiity by a close vote

favor the grant-in-aid type of Federal-State cooi)erative plan for unemj)lo\ment
compensation. By close votes the proposals for a 5-i)ercent and a 4-percent tax
on emi)k)yers' pay rolls for the purjiose of providing longer benefit periods were
lost. The committee then united on tlie 3-i)ercent tax on employers' pay rolls.

The committee voted against providing for employee contribution in the Federal
act, and left to the States this question and other forms of increased contributions^

109780—35—FT 5 5
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A number of the majority are for an outright national plan. All would strongly
favor the Wagner-Lewis type as against any less meritorious plan. All would
present a united front against those who would oppose or delay legislation this
winter. Yet the majority are clearly for the grant-in-aid plan.
The fundamental position upheld by the majority is that the grant-in-aid plan

is more adaptable to our economic life and to the needs of both industry' and the
woikers. American economic society is national in nature. It is not organized
according to geographical or jjolitical subdivisions. Industries reach across
States, sections, and even the continent. In this economic society labor is mobile.
Workers move from industry to industry, from State to State, from an industry
in one State to the same industry in another State, and from an industr}^ in one
State to a different industry in another State. In a society of fluid capital,
migratory industries, shifting labor markets, seasonal, technological, and cyclical
factors, unemployment is a social hazard of our dynamic industrial life.

Unemployment is, thus, a problem of industry and the Nation. Its economic
and other causes and its social and other incidence involve our whole industrial
order. Any Federal-State cooperative i)lan for unemployment compensation
should, therefore, recognize as far as practicable and wise, our national economic
structure. Cooperative Federal-State legislation and administration should
recognize the spheres and values of the Federal and State Governments, but the
States should not be required to attempt to meet the situation and serve pur-
poses not in accordance with their situation and nature.
The purpose of the Federal-State cooperation is to stimulate a more intelligent

stabilization of industry and to provide more security for the workers. The
Wagner-Lewis plan and the grant-in-aid plan are both Federal-State plans di-
rected toward these two ends, with somewhat more recognition of the State ap-
proach in the former and with somewhat more recognition of the national nature
of unemployment in the latter. The majority hold that the grant-in-aid plan can
more adequately meet the needs of American industries and workers with their
unemployment problems created by (1) national and interstate industries, (2)
mobile labor, interstate transfers, and employment records, (3) the need for
Federal reinsurance, and (4) the need for national minimum standards. Under
the grant-in-aid plan the Federal-State administration can more effectively guard
the integrity of the fund, the stabilization of industry, and the best interests of the
workers as parts of our national dynamic society.

The collection of the tax by the Federal Government required by the grant-in-
aid plan affords a clearer basis for the deposit of the money in the Federal Reserve
banks. There can, under this plan, be no basis for pressure on Congress to allow
the money to be deposited in local (and in some States political) banks. The
value of the nationally wise use of the funds by the Federal reserve as an aid to
stabilization cannot then be jeopardized by either financial short-circuits or
political misuse. The fact that also in this Federal-State cooperative plan, the
Federal and State administrative agencies will cooperate with the present United
States Employment Service eliminates the issue of any large bureaucracy.

Furthermore, the grant-in-aid law would be separate from the tax law. Cong-
ress has power to levy this geographically uniform excise tax on pay rolls. Cong-
ress also has power to appropriate money as grants-in-aid to States for a public
purpose on terms laid down by Congress. Unemploj-ment compensation and
the promotion of industrial stabilization and social security constitute a clear
public purpose. In the Wagner-Lewis plan the tax and the appropriation are
joined in the same act. Under the strain of carrying sufficient national minimum
standards and other regulations required by the interstate and national nature of

industry and unemployment such a joint act more seriously raises the question of

constitutionality.
The grant-in-aid plan appears not only the stronger constitutionally, but it is

also a variation and development of Federal grants-in-aid which are historically
established part of our Federal-State structure. This plan also more nearly fits in

with some other recommended plans to promote insurance against destitution
and could more readily help to unify the collection of the funds involved in a
more comprehensive program of social security.

For the purpose of securing early legislation Vjy the States for this program,
Congress could fix a time limit as a condition for a valid acceptance bj' the States.
Moreover, with the interests of industry and 16,000,000 workers involved it is

inconceivable that Congress would ever fail to continue the appropriations.
The grant-in-aid plan, it seems to us, can provide for Federal-State cooperation

and yet is more adaptable to the needs of industry and the workers in our national
economic society. It can secure and maintain Nation-wide minimum standards
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without validly raising the question of constitutionality, and i)rovides for experi-
mentation in the interests of stabilization. It leaves o|)en to the States experi-
mentation alontj the lines of pooled insuranee, plant accounts with safeguards
for the workers, or a combination of the two. The i)lan can also jjrovide a clearer

bavsis for experimentation alonij interstate and even national lines. On the basis

of all these experiments, we may make modifications and adai)tations and develoj)
toward the best plan whether mainly State-Federal, mainly Federal-State, or
wholly national.

P'inally, we believe that the grant-in-aid i)lan can better provide for essential

minimum standards in tlie interests of the fund, the employers, and the employees.
Minimum standards for all tiie States in such a Federal cooperative ])lan would
furnish the bottom below wliich there must be no chiselling or exploitation and
above which there can be wide expeiimentation by the States and industries for

the purpose of stabilization, increased employment and more security for the
workers of America.

The Chairm.\x. Tliat may go in the record. The committee
stands adjourned until 10 o'clock Monday morning.

(Whereupon, at the hour of 11:45 n. m., the committee adjourned
until Monday, Feb. 4, 1935, at 10 a. m.)
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ECONOMIC SECURITY ACT

MONDAY, FEBRUARY 4, 1935

United States Senate,
Committee on Finance,

Washington , D. C.

The committee met, pursuant to call, at 10 a. m., in the Finance
Committee room, Senate Office Building, Senator Pat Harrison
(ciiairman) presiding.

Present: Senators Harrison (chairman), George, Bari>ley, Costigan,
Byrd, Lonergan, Geny, Gufl'ey, Couzens, Kej'cs, Metcalf, and
Capper.
The Chairman. The committee will come to order.

I desire to place in the record a letter which I have received from
Dr. Edwin E. Witte, of the Committee on Economic Security,

transmitting a statement and tables giving the estimated costs of

old-age pensions to the States.

(Statements and tables are as follows:)

Committee on Economic Security,
Washington, February 5, 1935.

Senator Pat Harrison,
Chairman Senate Finance Committee,

Washington, D. C.

Dear Senator Harrison: Pursuant to instructions from the Finance Com-'
mittee given me on the last day that I testified, I am enclosing herewith, an
estimate of old-age pensions to the several States. This is stated in a table with
a brief preceding explanation.

It is my understanding that this statement and table were to be included in

the record of the hearings on the Economic Security Act.
Yours very truly,

Committee on Economic Security,
Edwin E. Witte, Executive Director.

Estimated Costs of Old-Age Pensions to the States

(By the executive director and staff of the Committee on Economic Security)

In estimating the cost of old-age pensions to the States under the pending bill

for an economic security act, there are two uncertainties: (1) the number of old
people who will qualify for old-age pensions and (2) the probable average pen-
sion grants.
The pending bill contemplates that only old people who are in need of public

assistance shall be granted a pension. While one-half of all people over 65 j^ears

of age do not have adequate means of their own, the great majority are now
being supported by children, other relatives, and friends. The pending bill

conteniplates that thoy shall continue t<> I^e so supp<jrted and that only those
among their number, who actually are not being supported by anyone else and
are dependent upon public assistance, shall be granted a pension. The great
majority of old people, who are in need of public assistance, are now on Federal
Emergency Relief rolls, in addition to which there are, in some States, a con-
siderable number of aged people who are now receiving old-age pensions. Not
all of the old people now on relief can qualify for old-age pensions, due to the fact

819
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that some of them are not citizens and others cannot satisfy thef5-}'ear residence
requirement. It is beheved to be a reasonable estimate, however, that the num-
ber of people, who will qualify for old-age assistance after the old-age assistance
laws come fully into operation, is approximately the total of the number of the
old people now on relief plus those who are in receipt of old-age pensions, where
such laws are now in operation. This total is shown in column 3 of the table
hereto attached.

Under the pending bill, the old-age assistance grants are to be an amount
which, when added to the income of the applicant and his or her spouse, is

adequate to provide "a reasonable subsistence compatible with decency and
health." With this standard the amount of the grants will varj^ in each case
with the needs and circumstances of the pensioner. Manifestly, smaller grants
will be needed in rural areas than in metropolitan districts. In States in which
old-age pension laws are now in operation, the grants averaged $18.75 per
month in 1933 and $16.47 in the early fall of 1934. The States which have been
granting old-age pensions, moreover, are on the whole much more industrial than
the States which now have no old-age assistance laws; hence, it is probable that
the average pension grants in States not now having such laws will be lower than
in the more industrial States. Grants to persons on relief in 1934 averaged
$25.83 per family. There was, however, a very great difference in these grants
among the States, ranging from $10.33 in Oklahoma to $44.94 in New York.
Similar variations will doubtlessly occur in the old-age assistance grants. Since
these grants are made on an individual basis, they will manifestly tend to be lower
than the average monthly relief grants per family, since the relief families include
an average of 4.3 persons per family.

In the attached table, five different bases are assumed for estimating the total

yearly costs of old-age pensions to the States: Average pensions of $10 per
month; average pensions of $15 per month; average pensions of $20 per month;
average pensions of $25 per month; and an average of $20 per month for the
entire country, distributed between the States in the same jiroportion as relief

grants per family in these States bear to the average throughout the country.
Which of these columns will most nearly fit a particular State, is a matter of

judgment. The last column in the table is the one which we believe most nearly
approximates the probable total cost to the States. In the first year, and
perhaps the second, however, these total costs will probably not be realized, as
there will be an inevitable lag in getting the aged people, now on relief, on the
pension rolls.
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There is also beins: placed in the record a letter received from Dr.
Witte, transmitting certain sui)piomental statements to the Report of

the Advisory Council to the Conunittee on Economic Security.

Committee on Economic Security,
Washington, February 6, 1935.

Hon. Pat Harrison,
Chairman Senate Finance Committee, United Slates Senate,

Washington, D. C.

Dear Senator Harrison: WHule testifying on the pending economic security
i>ill, I was asked to file a list of the principal studies and repotts prepared for or
presented to the Committee on Economic Security; also, the report of the Advi-
sory Council on Economic Security.
Complying with this instruction, I am submitting herewith a list of the prin-

cipal studies and reports prepared for or presented to our committee. All of
these are available only in typewritten or mimeographed form but if any of them
are desired by your committee, we will be glad to submit the same.
The general report of the Advisory Council has already been filed with the

clerk of your committee. In addition, three supplemental statements presenting
the views of various members of the Council were submitted subsequent to the
filing of the general report. These supplemental statements are also sent you
herewith, together with another copy of the general report.

At this time we also submit the two reports filed by the other principal advisory
group to our committee, the technical board on economic security.

If otiier reports prepared for or presented to the Committee on Economic
Security are desired, we will be glad to have you so advise us.

Very truly yours,
Committee on Economic Security,
Edwin E. Witte, Executive Director.

Principal Studies and Reports Prepared for or PilESEN'ifED to the Com-
mittee on Economic Security

Advisory Council on Economic Security: General Report, with three supple-
mentary statements by various members of the Council.

Technical Board on Economic Security: Preliminary Report. Social Security.
By President Roosevelt and others. (Principal addresses at the National
Conference on Economic Security.)

FACTUAL background

The Need for Economic Security. By the editorial staff of the committee.
(Charts.)

The Need for Additional Measures to Afford Economic Securitv to Individuals.
By Edwin E. Witte.

old-age SECURITY

Old .A.ge Security: Final report, by the Old Age Security Staff.

British Old Age Pensions and Old Age Insurance. By Olga S. Halsey.
Government Annuities in Canada. By Walter F. Eade.
Whv the Townscnd Old Age Revolving Pension Plan is Impossible. By Edwin

E. Witte.
UNEMPLOYMENT COMPENSATION

Unemployment Insurance. By Bryce M. Stewart and staff.

Administration of Unemployment Reserve Funds. By 0. S. Powell and Alan
R. Sweezy.

Unemployment Insurance Estimates. By the actuarial and statistical staff of
the Committee on Economic Security.

Brief in Support of the Economic anri Legal Basis of Compulsory Unemployment
Insurance. By James Harrington Boyd.

Major Issues in Unemployment Compensation. By Edwin E. Witte.
Limitation and Value of Unemployment Insurance. By Edwin E. Witte.
The Stabilization of Employment and Unemployment Compensation. By

Constance A. Kiehel.
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The Dismissal Wage. By G. Reginald Crosby.
Administration of Unemployment Insurance in Great Britain. By Maud B.

Patten.
Unemployment Insurance in Germany. By Jeanne C. Barber.
Unemployment Insurance in Switzerland. By Wilbur J. Cohen.
Suitability of Employment. Involving separation from home and heavy traveling

expenses. By Olga Halsey.
Appeal Procedure in the British Act and in American Proposals. By Olga S.

Halsey.
Some Popular Misconceptions Regarding Unemployment Insurance. By Alex-

ander Holtzofif, member of the technical board.

SECXTRITT FOE CHILDREN

Security for Children. By Katharine F. Lenroot and Dr. Martha Eliot of the
U. S. Children's Bureau, in cooperation with the Advisory Committee on Child
Welfare.

ECONOMIC RISKS ARISING OUT OF ILLNESS

Risks to Economic Security Arising out of lUness. By Edgar L. Sydenstricker
and Dr. I. S. Falk.

Estimates of the Wage Loss and Medical Costs of lUness. By Edgar L. Syden-
stricker and Dr. I. S. Falk.

EMPLOYMENT ASSURANCE AND RELIEF

Planned Opportunity for the Extension of Employment Opportunity and Eco-
nomic Security. By Meredith B. Givens.

A Permanent Program for Public Employment and Relief. By Emerson Ross.
Who Are the Unemployed. By Gladys L. Palmer.
Significant Phases of Foreign Experience. By Eveline M. Burns.
A Program of Government Work for the Unemployed: An Appraisal of Philadel-

phia Experience. By Ewan Clague.

SOCIAL INSURANCE, GENERAL AND MISCELLANEOUS

Economic Security for Farmers and Agricultural Laborers. By Dr. Louis H.
Bean and associates, U. S. Department of Agriculture.

American and European Provisions for Survivors. By Olga S. Halsey.
Invalidity Insurance: American and British Experience. By Olga S. Halsey.
Analysis of American Data Showing Invalidity Below 65. By Olga S. Halsey.
Workmen's Compensation. By S. Kjaer, U. S. Bureau of Labor Statistics.

The Possibilities of a Unified System of Insurance Against Loss of Earnings.
By Mrs. Barbara Nachtrieb Armstrong.

Federal-State Relationships in Relation to a Program of Economic Security.
By Jane Perry Clark.

Supplemental Statements to the Report of the Advisory Council to
THE Committee on Economic Security

Washington, D. C.
December 16, 1934.

Hon. Frances Perkins,
Secretary of Labor, Washington, D. C.

Dear Madam Secretary: In accordance with your invitation given at the
opening of the Advisory Council on Economic Security, indicating that you
would be glad to consider views expressed by a minority or individuals, we
desire to submit the following:
Our sympathy for the objectives expressed by the President concerning greater

social security and the removal of fear of unemployment from the worker's mind
moves us to the belief that certain of the recommendations of the Advisory
Council should be emphasized:

1. The first objective that should be encouraged is stabilization of employment,,
or assurance of employment, and this is along the line of the President's pro-
nouncement that, if this could be accomplished, the worker would be able to look
forward to at least a minimum amount for an annual wage on which to plan his

family's support. This should produce better work at lower cost, reflected in

lower selling prices and a consequent increase in consumption on the part of the
community. No one knows how much can be done along the line of stabilization
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of employment, and therefore every effort should be made to encourage experi-
ments in this direction by individual companies, who will give adequate indem-
nities in tlie shape of Government bonds or otherwise to see that their guarantees
of mininuun annual eniphtynient will be carried out. To show that nuich more
can Ijo dune along this line, we quote fioni an article in the New Republic of
December 5, entitled "Security for Americans", bj' Elizabeth Brandeis:
"Although benefits do not begin generally under the law until reserves have

been built up for 1 year, 70 companies have already guaranteed their 3,000
Wisconsin workers two-thirds of full-time work and wages for at least 42 weeks of
the current jear. Many other workers are now employed on a year's salary
contract, as a direct result of the act, even before it is fully operative."
The assurance given to these 3,000 Wisconsin workers is cciuivalent to almost

54 percent of normal annual work or pay. If this is the result after the Wisconsin
law has been in effect for only a few months and in one State, surely there must
be a great opportunity for stabilization of employment and assurance of a large
part of an annual wage throughout the United States. The law that should be
enacted should recognize this as a desirable result of the legislation and should
stimulate to the greatest extent such efforts of individual companies.

2. We would call j'our attention to the second princijml objective mentioned
on the first page of the Council's repoit:
"The plan should serve as an incentive to employers to provide steady work

and to pi event unemployment."
We feel that considerable progress can be made toward this objective if com-

panies or industries are permitted to set up separate accounts, with the safeguard
provided in the Council's report.

If a plant or industry can reduce unemployment, after a certain reserve has
been built up. their contribution to the reserve becomes less, which means their
cost of production is less and that the selling price to the public may be reduced.
Management will be encouraged to strive for greater elficioncy in plant operation,
and the cost of the less regular industries will be borne bj' such industries, which
is in line with the philosophy of the workmen's comj^ensation acts generally
adopted in this country; i. e., that the cost of the more hazardous or less efficiently
managed industries is reflected in the cost of production and therefore in higher
selling prices to the public, and these increased costs are not borne by the indus-
tries winch are less liazardous or more efficiently managed. If the commimity
needs the products of such more hazardous or less efficienth- managed industries,
the increased cost thereof should be borne by the community. Miss Brandeis,
in the article previously referred to, says:
"Under a pooled unemployment-insurance fund (as in Europe) this subsidy

comes in large part from coni{)etitors who operate more steadily; namely, other
concerns in the same industry or other industries that compete for the consumer's
dollar. For instance, coal mines run irregularly, while oil refineries or v/ater-

power plants employ their workers more nearly the year round. Now, if idle

coal miners were supported in part by insurance contributions from oil refineries

and water-power plants, could anyone tell which is really the cheapest fuel?

If the shoe factory or automobile plant which runs the year round had to subsidize

the competing factory or plant which does not, there would arise a species of

unfair competition that might even force out of business the truly low-cost
concern."

In Ohio, where a pooled plan has been recommended, differences in hazards
are recognized and varying rates may in time be determined for the different

industries.

3. Because there is such a wide difference of opinion and so little actual ex-

perience, we cordially endorse the President's view that there should be the widest
opportunity for experimentation and encouragement should be given to companies
and industries, whether intrastate or interstate, to experiment with standards
not less favorable than those approved by a governmental administrative body.

Respectfully yours,
M. B. FoLsoM.
M. E. Leeds.
S. Lewisohx.
Raymomd Moley.
Gerakd Swope.
W. C. Tea(;le.
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UNEMPLOYMENT INSURANCE

Em-
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an earlier date tlian tlio reeoiumendatious of the Council call for. In the recom-
mendations of the Council, botii plans will be iu fnll force and effect in 1956.
Enclosed is a table and a chart which will brinij; both plans into full force and
elfect in 1952, will give a larger amount for unemployment insurance, and will

make tlie imposition of the burden t)n the employer more gradual and easier to
bear without unduly increasing tlie Inn-den on the employee. In considering
this tal)le and chart, we appreciate, of course, that different combinations can
be made as to rates and time when such rates lx;comc effective.

Respectfully yours,

M. B. FoLsoM.
S. Lkwisohn.
Raymond Moley.
Gerard Swope.
W. C. TEACiLE.

Preliminary Report of the Technical Board to the Committee on
Economic Security

We have devoted consideraViIe time to a detailed study of the preliminary
report of the staff and find this report very illuminating. We congratulate Mr.
Witte and the staff upon tlie progress of the studies. We feel, however, that
further study l\v the staff and ourselves is required before we can make any
definite or final recommendations.

As preliminary recommendations we submit the following observations:
1. The final scope of the program, as well as the rate at which it can be adopted,

must be formulated in the light of business and fiscal conditions. The comprehen-
sive program for economic security outlined in the preliminary report, would cost
between 3 and 4 billion dollars per year and even more, depending on the scope of

the public employment provided. The parts of the program financed exiusively
or mainly Ijy contributions of (taxes on) the employers and employees will involve
approximately the following percentages of the included pay rolls (assuming as
liberal benefits as outlined in the preliminary report): Unemployment insurance,
4'.< percent; contributoi-y old-age insurance, 4 percent; health insurance, 3 to 5
percent (depending upon the scope). The parts involving subsidies from the
Treasury would cost the following annual estimated totals per year: Non-
contributory old-age pensions, $100,000,000; mothers' pensions, $50,000,000-
$75,000,000; contributory old-age insurance, $500,000,000, for 35 to 40 years
(with some offset, however, for the first two of these subsidies, in reduced relief

costs). These costs must be borne in mind in all considerations of this program,
particularly its timing.

2. With in the neighborhood of 9,000,000 persons unemployed, and above 80
percent of the 4,000,000 families and 700,000 individuals who are dependent
upon the public for support on relief list because of unemployment, unemploy-
ment now constitutes the most acute economic insecurity and it must be recog-
nized that it is likely to remain a serious problem for some time to come. Under
the.se circumstances, the most necessary measure for economic security is the
continuance of provision for relief to the full extent that is financially possible.

3. A comprehensive program affording economic security to the individual in

all major hazards contains many features which cannot possibly be put into
effect for several years, but the place of each in the complete program and the
important matter of priorities should be set forth in the final report of the
committee and, if possible, also in the legislation to be recommended to the
next Congress. The legislation recommended should include an administrative
set-up under which not only will there be a continuing study of all phases of the
problem but the several parts of a unified economic security program may be
brought into operation when conditions permit, without necessity of extensive
further legislation.

4. .\ comprehensive, long-time program for economic security should probably
include as its major elements:

A. COMPULSORY UNEMPLOYMENT INSURANCE

On this subject the present trend of thought (subject to change) of the Board
runs along the following lines:

(a) Unemployment insurance is an essential measure for the economic security
of the most stable part of our industrial population, but is not a complete, all

suflBcient solution of the problem.
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(6) Unemployment insurance should be strictly contractual, divorced from any
means test. Unemployment insurance funds should not be used for relief or any
other purposes other than the payment of ordinary benefits.

(c) Unemployment insurance should be supported by contributions from the
employers and probably also from the employees. There should be no pubUc
contributions.

(d) All contributions should at the outset be pooled in a single fund but there
should be further exploration of the advisability of permitting "contracting out"
by separate industrial and house funds under restrictions adequately safeguarding
the employees.

(e) Benefits should be paid in cash for a limited period only, in proportion to
the claimant's period of employment, and should be sufficient to support the
family while being paid.

(/) If constitutional, a nationally administered system of unemployment in-
surance is to be preferred to a State system, but the committee should be satisfied
that a nationally administered system is constitutional before commitments in
favor of such a system are made to the public.

(g) If unemployment insurance is to ])e developed under a system of State
administration or if industrial or house funds are permitted, a portion of all

contributions should be set aside in a national reinsurance fund to guarantee
payment of the contractual benefits from the separate funds.

C. OLD-AGE SECURITY

As we now see the problem of the aged, a long-time program for economic
security should include:

(a) State-administered noncontributory old-age pensions based on a revised
means test, with Federal subsidies conditioned upon compliance with standards
which will liberalize the restrictive-resident and other provisions of the existing
State laws.

(6) A contributory old-age insurance system which should, if at all possible,
be administered by the Federal Government. This system should be based on
reserve principles, but should grant a limited credit for workers who reach retire-

ment age before enough of a reserve has been created to give them a reasonable
pension. The Federal Government should assume the liability for this credit,

but the cost should be spread over a considerable period of time. No pensions
should be paid until after the system has been in operation for at least 5 years.
The system should be compulsory for all employed workers (with some exceptions)
and optional for other classes of the population. The benefits should be computed
on a basis which will be self-sustaining from the contributions of employers and
employees aside from the accrued credits to present employees now of middle
age or older.

D. MEDICAL CARE

To provide completely for the loss resulting through sickness among the people

in the lowest income groups, there should be, as we now see it:

(a) Improved provisions for public-health services, stimulated through Federal

subsidies.

(b) A State-administered system of health insurance which should be compul-

sory for people in the lowest income groups and optional for people of somewhat
higher income level. Ideally such health insurance system should cover the costs

of general practitioners' and special medical ser\aces, hospital, clinical, nursing,

and dental care, and should apply not merely to the wage earners but to all

members of their families as well.

(c) A system of insurance against loss of wages resulting from illness. This

should be" administered through the same agencies as unemployment insurance,

but the fund should be kept distinct from unemployment insurance.

E. SECURITY FOR CHILDREN

There is need for special measures for the security of children along the two
following lines:

(a) Federal subsidies should be given to strengthen the existmg State mothers'

pension laws, for the support of widowed and deserted young families.

(6) Federal subsidies should be given for health work for mothers and children,

particularly in rural areas, along the general lines of the former Sheppard-Towner
Act.



ECONOMIC SECURITY ACT 329

F. ACCIDENT INSURANCE

On accident insurance it is the present thought:
(0) Workmen's compensation should remain a State function, but the Federal

Government should actively interest itself in securing greater uniformity in the
State laws and raising their standards.

(b) Economic loss resulting from nonindustrial accidents can best be met as a
part of health and invalidity insurance.

Q. SURVIVORS INSURANCE

Some provision must necessarily be made in connection with old-age insurance
for surviving widows in the older age groups of pensioners who die after their
insurance rights have matured. A more general form of survivors insurance may
be desirable, but cannot be considered immediately feasible.

H. INVALIDITY INSURANCE

Ideally the risks of invalidity should be covered through a social insurance
system. Statistics should be gathered for the computation of costp but it now
seems that this should be the last part of a complete social insurance system to be
put into operation.

I. RELIEF

There will always be a residual group for whom relief must be provided, on a
means test basis. Plus this, there is a large problem in the care of the tradi-

tionally "dependent and defective" classes. Care of these classes should be re-

garded as a State and local responsibility, as should be relief, except in periods of
great emergencies.

Report of the Technical Board on the Major Alternative Plans for the
Administration of Unemployment Insurance

(Presented to the Committee on Economic Security, Nov. 9, 1934)

I. Three major alternative plans for the administration of unemployment
insurance are worthy of consideration:

(1) An exclusively Federal system.—Under such a system the Federal Govern-
ment would levy a tax on emploj^ers and possibly also on employees, the proceeds
of which would be appropriated for unemployment insurance purposes. In this

act it would set up a complete system for the administration of unemployment
insurance specifying all conditions for benefits. The Federal Government would
directly administer these benefits through the Employment Service and Federal
record offices, which would probal>ly be set up on a regional basis.

(2) A cooperative Federal-State system on the subsidy plan.—Under such a
system the Federal Government would, likewise, levy and collect a pay-roll tax
on employers and possibly also on employees. It would provide further for

subsidies "to States which enact unemployment insurance laws satisfying stand-
ards specified in the Federal act. These subsidies would be a stated percentage
of the tax actually collected from the respective States, which w'ould be set up
as a credit in the Federal Reserve banks to the account of the State. A specified

percentage (say, 20 percent) might be api)ropriated to the supervisor}^ Federal
department and used to finance the Employment Service, to create a reinsurance
fund and/or a fund for payment of benefits to employees w'ho lose their jobs soon
after they have migrated into a new State after still having unused credits in

another State. Under this system the States would likewise have to pass unem-
ployment insurance laws which would have to satisfy the standards prescribed by
Federal law, but might vary in other respects from the laws of other States.
All funds would be held at all times by the Federal Government but the benefits
would be administered by the States, presumably through the employment offices

and central record offices.

(3) ..4 cooperative Federal-Stale system on the Wagner-Leivis principle.—Under
this system the Federal Governnjent would impose an excise tax on employers
against which there would be allowed as a credit (up to the full amount of the
tax or any stated percentage thereof) the amounts paid by such employers into
unemployment insurance or reserve funds established pursuant to State laws
meeting standards prescribed in the Federal law. The cooperating States would
collect the contributions from employers (and, if they so determined also from
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eoiployees) and deposit these in the Federal Reserve banks to be held to their

credit and to be invested and liquidated under regulations to be made by the
Federal Reserve Board. Under this plan, as well as under the subsidy plan, a
percentage of the amounts collected by the States might be withheld by the
Federal Government to be used as a reinsurance fund. The administration of

benefits under this plan would be a State responsibility, but could be controlled

to some (probably a limited) extent by Federal legislation.

II. Which of these three plans should be adopted should be decided primarily

on practical and fundamental policy considerations, rather than on the issue of

constitutionality. All three of these proposals are new and some arguments can
be made both in favor and opposed to the constitutionality of each of them.
What the Supreme Court might hold is largely conjecture and is likely to depend
upon the detailed development of these respective plans. Among the people
consulted there seems to be a quite general impression that the Federal-State
subsidy plan is the least likely to be overthrown on constitutional grounds, but
there are some uncertainties even as to this plan, depending upon how it is worked
out in detail.

Fundamental in a decision between these plans is the question of the desirable

extent of national control in this field. The exclusively national system would
insure uniformity throughout the country, not only with regard to contributions

but also benefits. It would ignore State lines and, thus, make it a relatively

simple matter to protect the benefit rights of employees when they move from
State to State. It would also make possible a pooled fund for the entire country
and thereby automatically meet the problem presented by unusual unemploy-
ment in particular industries and States, without necessity for any reinsurance

fund. It would also have the advantage of whatever degree of increased efficiency

there may be in Federal as compared with State administration. It would be put
into operation more quickly than any Federal-State plan and would come into

effect at one and the same time throughout the entire country.
The major considerations on the other side concern the same fundamental

question of the desirable extent of national control. An exclusively national

system would necessitate decisions at the very outset on all points which could
not be left to administrative discretion, such as employee contributions, indus-

trial and plant funds, incentives to regularization, etc. Even among the people
who strongly believe in unemployment insurance and who have given the most
thought to this subject there are wide differences of opinion on many of the most
fundamental questions arising in the preparation of an actual bill. Under a
national system no experimentation on a relatively small scale would be possible

and mistakes made initially would have much more serius consequences than
under State system. Moreover, "all the eggs would be in one basket", with the
result that if the national law should be held unconstitutional, there would be no
State unemployment insurance laws which remained intact.

III. As between a Federal-State system on a subsidy plan and a Federal-State
system along the lines of the Wagner-Lewis bill, the only absolutely necessary
difference is that under the former all taxes (contributions) levied on industry
would be collected by the Federal Government, while under the latter the con-
tributions under the State unemployment insurance laws would be collected by
the States. In practice, however, it seems almost certain that a greater degree of

national control will be developed under the former than in the latter system.
The subsidy system provides a simpler method for the collection of contribu-

tions (pay-roll taxes) than the Wagner-Lewis device. It would have at least some
tendency toward higher standards of administration

—

a, most important matter.
It probably would facilitate the setting up of reinsurance and transfer funds.

From the point of view of expediency it has the advantage of being a brand-new
proposal. Clearly it is superior to the Wagner-Lewis plan if extensive national
control is desired at this time in unemployment insurance.
The Wagner-Lewis plan has the advantage over the subsid}^ plan that it will

make it unnecessary to reach decisions under the Federal act on the most contro-
versial questions in connection with unemployment insurance: Whether plant
funds shall be permitted and whether employees shall be required to contribute.

It may be that these questions could be left to the decisions of the States even
imder the subsidy plan but certainly not as easily as under the Wagner-Lewis
device. Another important consideration is that under this plan there would be
no pressure on Congress to use sources of revenue other than contributions for

unemployment-insurance purposes, which is likely to become very strong under
l)oth the straight national and (Federal-State) subsidy plans. Finally, under the
Wagner-Lewis bill, many States would doubtless pass unemployment insurance

laws before the Federal tax became effective and could be litigated. In the event
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that the Federal hiw should then he held uiicoiiBtitutional, the State laws would
continue to operate. Under the sul>sidy plan, in contrast, while the States would
also be reipiired to pass legislation, tlieir laws would include no reveiuie-ruising
features, so that they would heeonie inoperative if the F'Vderal act sliould for any
reason be held invalid or if the IVderal aj)propriation is discontiinied.

I\'. After extended consideration of tliese tiiree major alteriuitive plans for
the adniinistrati'Mi of unemployment insurance, the executive committee hoard
finds that it is (livided rea:arding which of these systems is to he j^referred. The
unemployment insurance conunittee of the technical hoard, as well as the execu-
tive director, believe that the exclusively national system should he definitely
rejected. Many of the members of the staff, on tlie other hand, favor a national
system.
The unemployment insurance committee also holds the view that of tlie two

alterruitive cooinn-ative Federal-State systems the Wagner-I^ewis plan is distinctly
jireferahle to the subsidy system.

In view of the ditferences of opinion on the ivspective merits of the three major
alteriuitive systems of administration, a decision between tliese systems must be
made by the Committee on Economic Security. An early decision is not only
vital to the work of the staff but to the entire development of unemployment
insurance legislation in this country. At this time unemployment insurance
study commissions are functioning in nine states, charged with the duty of making
reconuuendations on this subject to the incoming legislatures. In several other
States unemployment insurance legislation was jtleclged in the i^latform of the
party which won the recent election or has been promised by the successful
candidate for Governor. And not only in these l)ut many other States there is

wide-spread interest in unemployment insurance legislation with good jirospects
for its enactment in the coming winter, when 43 State legislatures will be in ses-

sion. In all States, however, there is at ]^resent great uncertainty as to what
the Federal Govermnent is going to do, which is holding up all i)lans for State
legislation.

Whether the Committee on Economic Security believes that an exclusively
national system is or is not desirable, announcement of its decision upon this

point at the forthcoming national conference on economic security would be
most appropriate and valuable. The States would then know whether they are
to be in the picture and could make their plans accordingly. In view of the near
approach of the sessions of Congress and the State legislatures, an early decision
on the is'^ue of an exclusively national versus a cooperative State-Federal system
would seem imperative.
A decision regarding the type of a cooperative Federal-State system which is

desired (if such a system is preferred over an exclusively national system) is less

urgent. If the committee, however, has decided preferences as between the
subsidy plan and the Wagner-Lewis plan, it will facilitate the work of the staff

and the technical board if this cjuestion also is promptly decided.
Submitted in behalf of the executive committee.

Edwin E. Witte, Executive Director.

Supplementary St.\tement of the Advisory Council on Economic Security

To the Honorable Frances Perkin.s,
Chairman President's Committee on Economic Security,

Washington, D. C.

We voted with the majority of the Advisory Council for a 3-percent pay-roll
tax on employers; but we regard the revenue therefrom to be thoroughly inade-
quate as the foundation for benefits under the proposed Federal-State system of

unemployment compensation. The actuaries of your Committee on Economic
Security set before us the standards which they estimated as possible under such
a 3-percent pay-roll tax. These are: First, after a worker is laid off, a 4 weeks,
waiting period without benefit; then 15 weeks' benefits at 50 percent of normal
wages (but in no case more than $15) ; thereafter, except for long-time employees,
nothing. Our vote should not be regarded as recommending such meagre cover-
age- ^

Rather, to increase the benefits, a considerable minority of the Advisory Council
voted for a 5-percent tax on pay rolls; and a larger group tied the vote at 4 per-

cent. As no benefits, under the propo.sed scheme, are to accrue until 3 years
from now, they do not, of course, bear on the present mass unemployment. Our
contention is that these standards fall short of any reasonable protection of un-

109780—86—PT (
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employed wage-earners in normal times, which is the limited objective of the
proposed legislation.

The simplest test of coverage is the length of time for which benefits run, com-
pared with the length of time experience shows men and women seek work before
they can find it. At our request the technical staff of the Committee on Economic
Security drew up calculations on this point from duration tables for 1922-30
prepared by the Committee's actuaries as a basis for projecting a system of un-
employment compensation. These went to show that even in "good times"
54 percent of the unemployed wage-earners would fall outside the benefit period
provided by a 3-percent base; 26 percent because they would fall in the prolonged
waiting period, and 28 percent because they would have been out of a job for
more than 4 months. In "bad times" the proportion who would fall outside
the benefit period would be as high as 80 percent; in average times, 60 percent.

These statistical estimates, with their known limitations, were brought down to
everyday realities, when the results of a field survey were cited, carried out in
1928 for the Senate Committee on Labor, Senator Couzens, chairman. This was
a unique case study of 750 workers let go the 12 months preceding from 20
groups of industries in Chicago, Baltimore, and Worcester, Mass. It was
directed by Dr, Isador Lubin, now Chief of the Bureau of Labor Statistics of the
United States Department of Labor. With prosperity at its height, 42 percent
of those who had secured jobs, and 55 percent of those who hadn't at the time
they were interviewed, were unemployed for more than 4 months.
From another angle, the adequacy of the majority proposal was challenged, by

offering tables prepared by the technical staff of the Committee on Economic
Security. These compared the protection proposed under a 3-percent plan for
the United States and that afforded throughout recent years by the standard
benefits of the British system of unemployment insurance which has a combined
4ji4-percent base. Earning $2 a day or its equivalent, either American or British
worker would lose $208 in wages if out of work for 4 months. It was pointed out
that, if eligible, under the proposed Federal act the American worker would be
assured a total of $80 in unemployment compensation. The British worker, if

single, would fare about as well; but if married, with 3 children, the family man
would get $130 in the same period; and if allowance were made for relative pur-
chasing power, he would get $156 against the American $80. In the higher wage
brackets, the American would come off favorable with the British as long as his

compensation lasts, but in any case that is only part of the picture. The general
run of American benefits would be cut short at 14 or 15 weeks, while the British
standard benefits begin after 1 week's waiting period (against the 4 proposed for
the U. S. A.) and run up to 26 weeks (against 15).

An employee with a long work record in America might qualify for half a year;
in England, for a full year.

We contend that if the British people could swing such a coverage throughout
the post-war depression, and are now liberalizing it, the people of the United
States might at least do as well in setting up a system of security in this period of
anticipated recovery, when no benefits are to accrue to unemployed workers
until 1938—3 years off.

According to actuarial estimates stibmitted by the technical-staff of the Com-
mittee on Economic Security, if 1 percent were added to the 3 percent proposed,
it would double the length of the benefits. Most of us who advocated longer
benefits were for finding this 1 percent by bringing the pay roll tax on employers
up to 4 percent (in the original Wagner-Lewis bill it was 5 percent) . Some of us
were for calling on the Federal Government to contribute it. All of us broke with
the proposition that a worker, who qualifies under our new system and whose
savings are exhausted, shall find himself thrown upon public relief at the end of

14 or 15 weeks of unemployment compensation.
We feel so strongly that such benefits cover too short a period that, while we

signed the report as a whole, we wish to make our position altogether clear to the
Committee on Economic Securit}'. Moreover we believe it a disservice to the
President for us not to point out their inadequacy.

Paul Kellogg.
Frank P. Graham.'
William Green.'
Helen Hall.'
Henry Ohl, Jr.'

• Signatures received by wire and mail.

-0 i-i— 5l»-
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Table I.

—

Calculations as to percent of unemployed falling within 4 weeks' waiting
period and 15 weeks' benefit period

[The duration tables—with their known limitations—yet show some data)

DISTRIBUTION OF TUE UNEMPLOYED, 1922-30
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Table III.

—

Comparisons at $2 and $4 wage levels of benefits under standard
British unemployment insurance and the proposed American scheme, based on
3-percent pay-roll tax, 4 weeks waiting period and 14 weeks benefit period

(Drawn from tables prepared by the technical staff of the Committee on Economic Security. All benefits.
stated in dollars]

1. MARRIED MAN WITH THREE CHILDREN

A. Assnming that £1 equals $5
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ACTUARIAL ESTIMATES OF THE PERIODS FOR WHICH UNEMPLOYMENT INSURANCE
BENEFITS CAN BE PAID AT VARYING CONTRIBUTION RATES

[From p. 16, Memorandum 4170, "Major Issues in Unemployment Compensation", by Edwin E. Witte,
Executive Director, Committee on Economic Security]

All estimates are based on the assumption that benefits will l)e one-half the
weekly wapo but not exceeding $25 j)cr week and that the unemployment insur-
ance fuiul sliould be entirely self-sustaining. All calculations, further, are based
on a Nation-wide insurance system, with 1 year of contribution before benefits
become payable. The estimates on the left-hand side of the talkie given below
are based on the experience of 1922-30 and those on the right-hand side on the
experience of 1922-33, the assumption being that by the end of these periods the
entire fund would be exhausted.

Table IV.— Varying periods of benefit based upon using 1 additional year of
contribution

Experience 1922-30
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The purpose of the Federal-State cooperation is to stimulate a more intelligent
stabilization of industry and to provide more security for the workers. The
Wagner-Lewis plan and the grant-in-aid plan are both Federal-State plans
directed toward these two ends, with more emphasis on the State approach in
the former and with more emphasis on the national nature of unemployment in

the latter. The majority hold that the grant-in-aid plan can more adequately
meet the needs of American industries and workers with their unemployment
problems created by (1) national and interstate industries, (2) mobile labor,
interstate transfers, and employment records, (3) the need for Federal reinsur-
ance, (4) for national minimum standards. Under the grant-in-aid plan the
Federal-State administration can more effectively guard the integrity of the
fund, the stabilization of industry, and the best interests of the workers as parts
of our national dynamic society.

The collection of the tax by the Federal Government required by the grant-in-
aid plan affords a clearer basis for the deposit of the money in the Federal Re-
serve banks. There can, under this plan, be no basis for pressure on Congress
to allow the money to be deposited in local (and in some States political) banks.
The value of the nationally wise use of the funds by the Federal Reserve as an
aid to stabilization cannot then be jeopardized by either financial short-circuits
or political misuses.

Furthermore the grant-in-aid would be separate from the tax law. Congress
has power to levy this geographically uniform excise tax on pay rolls. Congress-
also has power to appropriate money as grants-in-aid to States for a public
purpose on terms laid down by Congress. Unemployment compensation and the
promotion of industrial stabilization and social security constitute a clear public
purpose. In the Wagner-Lewis plan the tax and the appropriation are joined
in the same act. Under the strain of carrying sufficient national minimum
standards and other regulations required by the interstate and national nature
of industry and unemployment, such a joint act more seriously raises the question
of constitutionality.

The grant-in-aid plan appears not only the stronger constitutionally, but is

also a variation and development of Federal grants-in-aid which are an historically

established part of our Federal-State structure. This plan also more nearly
fits in with some other proposed plans to promote insurance against destitution
and could more readily help to unify the collection of the funds involved in more
comprehensive program of social security.

For the purpose of securing early legislation by the States for this progress,
Congress could fix a time limit as a condition for a valid acceptance by the States.

Moreover, with the interests of industry and 16 million workers involved it is

inconceivable that Congress w^ould ever fail to continue the appropriations.
The grant-in-aid plan, it seems to us, can provide for Federal-State cooperation,

is yet more adapatable. The needs of industry and the workers in our national
economic society can secure and maintain Nation-wide minimum standards
without as validly raising the question of constitutionality, and provides for
experimentation in the interests of stabilization. It leaves open to the States
experimentation along the lines of pooled insurance, plant accounts, or a combi-
nation of the two. The plan can also provide a clearer basis for experimentation
along interstate and e\en national lines. On the basis of all these experiments,
we may develop toward the best plan whether mainly State, mainly Federal, or
wholly national.

Finally, we believe that the grant-in-aid plan can better provide for essential
minimum standards in the interests of the fund, the employers, and the employees.
Minimum standards for all the States in such a Federal-cooperative plan would
furnish the bottom below which there must be no chiseling or exploitation and
above which there can be wide experimentation by the States and industries for

the purpose of stabilization, increased employment, and more security for the
workers of America.

The first witness this morning is Miss Katharine F. Lenroot, Chief
of the Children's Bureau, United States Department of Labor.

Just go ahead in your own way, Miss Lenroot; tell us what posi-

tion you hold and what position you have held. Give us the back-
ground for the record, and then proceed in your own way.
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STATEMENT OF MISS KATHARINE F. LENROOT, CHIEF OF THE
CHILDREN'S BUREAU, UNITED STATES DEPARTMENT OF
LABOR

Miss Lenuoot. I was appointed Chief of the Children's Bureau,
United States Department of Labor, on December 1, of this year. I

had been assistant chief of the Bureau since 1922. My total service

with the Bureau is 20 years.

I am interested especially, Mr. Chairman and members of the
connnittee, in the sections of this bill relating; to the health and wel-

fare of children, although of course all provisions that will tend to

strengthen the economic position of the family are essential measures
for the protection of the children.

The sections of this bill wiiich relate especially to children are

title II, providing for aid to dependent children in their own homes
where there is no adult in the home, other than one needed to care

for the family, who is able to support the family, and title VII, which
provides for Federal cooperation with the States, in strengthening
the State and local services for maternal and child health, in the care

of crippled children, and in aid to State and local child-welfare

services.

It seems to me that these sections of the bill are very logically a

part of the general security program covered by this bill. In the first

place, they are closely related to the unemployment problem and the
measures which are suggested for dealing with this problem. We aU
know that when we try to provide for the unemployed through work
programs or thi'ough reabsorption into private industrj', there are

certain families whose needs cannot be met by such an imdertaldng
because there is no person in the family able to work and support the

family. It is estimated by the Federal Emergency Relief Adminis-
tration that over 40 percent of all the people on emergency relief in

the United States are cliildren under the age of 16 years, and that
there are at least 358,000 famihes with 719,000 children under the age
of IG years where there is no father in the home—where the mother is

a widow or separated or divorced from her husband. In contrast to

tliis figure, I estimate that 109,000 families and approximately
280,000 children in these families are receiving aid under the State
mothers' pension laws. These laws were enacted, the first one in 1911,

as an expression of the interest of the State in conserving home life for

dependent children who had been deprived of the care of their fathers.

The legislation was popular, and now 45 States, the District of

Columbia, .Vlaska, Hawaii, and Puerto Rico have such laws on their

statute books. However, most of the burden of linancial support of

this system is carried by the local units of government. Approxi-
mately one-third or a little more of the States make some financial

contribution on a State basis to these mothers' aid S3'stems, but out of

a total estimated expenditure of $37,000,000 a year, all but about
$6,000,000 comes from local funds.

The Chairman. Many of the States would have to revise their

laws, wouldn't they, to come under this provision, if they met the

standards laid down by the Federal Government.
Miss Lenroot. Yes, Mr. Chairman. The laws are limited in many

respects as to residence, as to eligibility for aid, and as to standards of

relief. Many of them fix a low amount of money in the statute which
would not be adequate under the definition of this law, and the States
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would undoubtedly have to revise their legislation. I estimate that
there are about 21 States with fairly broad coverage as to eligibility.

Only 10 of them are as broad, however, as the provisions of this bill.

The Chairman. Onl}^ 10 are as broad as the provisions of the bill?

Miss Lenroot. Yes, sir.

The Chairman. Wliat States are those, if you can put it in the
record?

Miss Lenroot. Colorado, Indiana, Kentucky, Maine, Massachu-
setts, Mississippi, Nevada, New Hampshire, Rhode Island, Wash-
ington and the District of Columbia. Even before the depression,

there were only about half of the local jurisdictions in the country
authorized by law to grant this form of aid, that were actually doing
so, and on account of financial difficulties, a number of local jurisdic-

tions which formerly granted aid have ceased to do so. Even where
State aid is being granted, the amount of money provided is inade-

quate to care for the total number of families that would be eligible

under the law, so that we have in many places, large waiting lists, and
many families cared for through other relief that ought to be absorbed
through the mothers' aid system.
The Chairman. What do you estimate the States ought to put up

if the Federal Government appropriates this $25,000,000?
Miss Lenroot. Well, Senator, if we look at this title of the bill

as providing a gradual method of transition into a form of aid to

children that affords relative security, if you take the widows' families

and other families deprived of a father's support and assure them a

certain contribution based on need during the period of the child's

dependency, just as you take the aged and assure them of a certain

continuing monthly contribution, we estimated that the total amount
needed to care for this group of families on a conservative basis in this

country today is about $120,000,000 a year. The amount now going
into this form of aid from funds approved especially for that purpose
is $37,000,000 a year. If the States could bring up their appropria-
tions, by using some of the money that they are now spending for

emergency relief and earmarking it for those purposes, to an amount
of at least $50,000,000 of combined State and local funds, with the
added $25,000,000 provided by this bill, we would have a total of

$75,000,000, which would not be adequate in comparison to the total

need but would afford a measurable improvement in the situation.

The ratio of the contribution contemplated here, you see, is about
one-third Federal and two-thirds State and local.

Shall I pass on to title VII, Mr. Chairman, or would you prefer to

question me further as to title II?

The Chairman. I will tell you what is running in the minds of some
of us from the questions that have been asked, so that you may
understand our difficulty. That is, that the provision in this title

with reference to dependent children, is not so dissimilar from the

provisions that are written with reference to old-age pensions, so far

as the Federal Government approving the plans, and so on. That is

true, isn't it?

Miss Lenroot. Yes; they are similar.

The Chairman. What if in the opinion of Congress, the Federal
Government ought to make some reasonable appropriation, say in

the amount that you suggested here, $25,000,000 for dependent chil-

dren, but would feel that it should be left to the States entirel3^ with-

out making it mandatory upon some administrator here, or board,
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with roforence to the hiws passed by tlie State, but would make the
contribution to the States, make sugg:estions to the States, and not
make it manthitorv; what, in vour opinion, would be the reaction to

that'?

Miss Lexroot. I believe theoretically and i)ractically. Senator, in

an approach to the States which is a cooperative approach. In other
words, I think that the Federal Government and the States entering
into any such partnership as is contempated by a grant-in-aid system
should develop standards as the need develops, through conferences,

the stimulus that comes from exchange of information between
States, making available to the States the best experience. On the
other hand, I do believe that there are certain minimum standards
that ought to be insisted upon by the Federal Government if the
money is made available to the States, for the reason that we have
such a wide variation in the effectiveness of the State and local admin-
istrations of mothers' aid in this country, because the mothers' aid
program has been, as I have pointed out, largely a local development
with very little going in, in the way of service or of equalization
funds, from the State agencies.

It would be the purpose of this bill, I should think, to improve and
develop the services that would come from the States to the local

conmmnities. We now have very wide variations in the amounts
of aid, as is shown in the three tables that I should like to insert in

the record.

The Chairman. Yes, we will be glad to have them.

Table I.

—

Esiimated number of families and children receiving rnothers' aid and
eslimated expenditures for this purpose

[Based on figures available Nov. 15, 1934]

State
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Table I.

—

Estimated number of families and children receiving mothers' aid and
estimated expenditures for this purpose—Cotinued

State
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Tho ostiiiiatod average monthly amount per family in areas granting
mother's aid ranges from a low ligure of as little as $7 or $8 per month
per family to a ligure somewhat more adequate of, say $40 a month
])er family.

Table III.

—

Estimated average monthly grant per family in areas granting mothers'
aid, based on annual or monthly expenditures from mothers' aid grants during
1933 and 1934

Averrtt;e
monthly
grant

Alabama (')

Alaska N. R.
Arizona $16. 46
ArkaiLsas (-)

California 26. 89
Colorado 22. 60
Connecticut 44. 41

Delaware 22. 26
District of Columbia 60. 14
Florida 9. 76
Georgia (')

Hawaii N. R.
Idaho 18. 08
Illinois 24. 62
Indiana 22. 03
Iowa 17.01
Kansas ^ 14. 05
Kentucky " 38. 26
Louisiana 8. 81
Maine 29. 60
Maryland 36. 66
Massachusetts 51. 83
Michigan 28. 31
Minnesota 26. 37
Mississippi (2)

Missouri ^ 26. 22

A verage
monthly
grant

Montana 24. 00
Nebraska 13. 62
Nevada 17. 98
New Plampshire 26. 42
NckW Jersey 26. 43
New Mexico (*)

New York 42. 77
North Carolina 15. 93
North Dakota 22.07
Ohio 19. 77
Oklahoma ^ 7. 29
Oregon 19. 80
Pennsylvania 34. 61
Puerto Rico N. R.
Rhode Island 47. 00
South Carolina (0
South Dakota ^ 21. 78
Tennessee ^ 24. 91
Texas 3 12. 07
Utah 10. 64
Vermont 17. 86
Virginia 20. 76
Washington 17. 35
West Virginia 13. 20
Wisconsin 25. 82
Wyoming ^ 22. 55

No mothers' aid Hw.
•' Aid 'lisoontinued.
« .\verage ?rant ir; 1931.

• Mothers' aid avr.ilabls only in Jefferson County
• Law not in otieration.
• Mothers' aid available *'ly in Knoxville and Memphis^

It is the general experience of those interested in State administra-
tion that if children in all parts of the State, the most needy areas as
well as the most populous ones, are afforded the protection which
they ought to receive as American citizens and as citizens of the
State, there should be some way of seeing that this form of aid is

spread through all the counties. That is one reason wiiy one of these
standards is that after June 30, 1936, the State must make this form
of aid available in every political subdivision. That is one of the
standards in this act which seems to be very reasonable.

^Vnother suggestion is that there must be adequacy of aid, that is,

the assistance must be at least great enough to provide, when added
to the income of the family, a reasonable subsistence compatible
with decency and health.

I think it would be a waste of Federal funds if we made available

$5 or .S') or $7 a month for a family.

The Chairman. Do I understand you to say then that if this

principle cannot be put across, it would be better not to make the
appropriations bv the Federal Government for these purposes?
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Miss Lenroot. No, sir; I think the Federal Government should
make provision.

The Chairman. Even though the standards should not be set by
the Administration as set out in the bill here?

Miss Lenroot. Perhaps I did not understand your question. I

think some simple standards should be included.

The Chairman. And you are in favor of the principles laid down
by this bill as therein stated?

Miss Lenroot. In general, yes.

The Chairman. What I am trying to get at is, if the majority of

the opinion of Congress should be that the Federal Government should
make reasonable appropriations to the States to help out this situation,

but different from those who have provided this legislation, that they
should be in a position to dictate the character of treatment given and
aid administered to the dependent children, then what would be your
position, whether it would be better to go ahead and make the alloca-

tions, if you could not get the full loaf, to take part of the loaf, that
would be your idea?

Miss Lenroot. I v»'ant to say in the first place that I am speaking
only for myself. Of course the administration of this Inli is placed in •

the Federal Emergency Relief Administration, at least temporarily,
and I do not feel that I ought to speak for the Administration or for

the Cabinet committee or anything of that kind as to what modifica-
tions might be made in the bill. I think really the Federal Emergency
Relief Administration should be asked to speak to that point.

Speaking entirely personally, I feel that it would be a grave mistake
to make a Federal appropriation without any power vested in the
Federal Government to insure certain minimum standards of effi-

ciency. I am not sure of just the language that would have to be put
in, but I think there ought to be some indication; it might be some-
w^hat more general in character.

The Chairman. Very well; you may proceed.
Senator Costigan. While you are reluctant to suggest changes in the

bUl, I should like your opinion as to two suggestions which have
reached me. They come from Prof. S. P. Brecldnridge of the school
of social-service administration of the University of Chicago, a noted
educator. She urges that mothers' pensions should be assigned to the
Cliildren's Bureau, and the old-age pensions to the Bureau of Labor
Statistics. Laying aside your own preference not to discuss the
provisions of the bill, are you prepared to say how these sections of

the proposed law would work in connection with activities of the
respective branches of the Labor Department?

\liss Lenroot. I should not like to answer for old-age pensions,.

Senator Costigan.
Senator Costigan. Is the Children's Bureau in a position to handle

such pensions?
Miss Lenroot. The Children's Bureau has been for man}^ years

interested in the subject of mothers' pensiors and has been promoting
the development of mothers' pensions throughout the countrj^

through bulletins on the subject, through sending members of the
staff into the field to consult with administrators, through institutes

for mothers' pension administration, and in other ways. Of course
we do not have the administrative staff now that would be necessary
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to administer this bill. There wouhl have to be a division or section

of the C'hihiren's Bureau created to take care of tlie work involved in

the administration of a cooperative act of this kind.

iSenator Costigan. What is the reason for Miss Breckinridp:e'3

recommendation? Ordinarily people would assume that a children's

bureau shouhi not deal with mothers' pensions.

Miss Lenroot. 1 have not talked with Miss Breckinridge, about
it, Senator.

Senator Costigan. All right, Mr. Chairman.
Tlie Chairman. Proceed, Miss Lenroot.
Miss Lenroot. With reference to title VII, which has the three-

fold provision of aid to maternal and child-health services, aid to

crippled children, and aid to child-welfare services, I should like first

to discuss section 703, which is at page 56, because it is somewhat
related to the care of dependent children in their own homes, which
I have already discussed under the heading of title II.

This section of the bill provides for an appropriation of $1,500,000
to be available for cooperation \vith the State agencies of public
welfare in extending and strengthening, especially in the rural areas
and those suffering from severe distress, the welfare services for the
protection and care of homeless, dependent, and neglected children,

and children in danger of becoming delinquent. The amounts are to

be apportioned, $1,000,000 among the States in the ratio of $10,000
to each State, and the balance, or $480,000—if we include the 3
Territories, the District of Columbia, and the 48 States, that would
leave $480,000—to be apportioned on the basis of population. I

have a table here showing the amount of money to which each State
would be entitled.

Table IV.

—

Apportionment under title VII, section 703, aid to child welfare services

State

Total

.\labama
Alaska
Arizona -

Arkansas
California..
Colorado
Connecticut
Delaware
District of Columbia-
Florida
Qeor^a.-
Hawaii
Idaho
Illinois

Indiana..
Iowa
Ean.sas
Kentucky
Louisiana
Maine
Marybwid..
Massachusetts
MicblRBn.
Minnesota
MisslsetppI

Total appor-
tionment

—

$480, 000 plus
$10,000 allot-

ment

$1,000,000.00

20, 182. 34
10,228.09
11,676.00
17,135.68
31,844.93
13,985.52
16,183.04
10,917.24
11,873.38
15. 649. 38
21,191.35
11,417.28
11,712.40
39,361.24
22,461.12
19, .507. 68
17, 237. 71

20,060.42
18, 086. 51

13,068.32
16,277.79
26,351.67
28, 632. 30
19, 86.5. ,58

17. 733. 39

Apportion-
ment of

$480. 000 dis-

tributed on
basis of

population

$480, 000. 00

10, 182. 24
228.09

1,676.00
7,135.68

21,844.93
3, 985. 52

6, 183. 04
917.24

1,873.38
5, 649. 38
11,191.35
1.417.28
1,712.40

29,361.24
12,461.12

9, 507. 68
7, 237. 71

10, 060. 42
8, 086. 51

3, 068. 32
6, 277. 79

lfi.351.r,7

1«, 632. 30
9, H6.S. 58

7, 733. 39

State

Missouri
Montana
Nebraska
Nevada
New Hampshire-
New Jersey
New Mexico
New York
North Carolina..
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Puerto Rico
Rhode Island
South Carolina..
South Dakota
Tennessee
Texas
Utah
Vermont.-
Virginia
Wa.shinjrton
West Virginia
Wisconsin
Wyoming

Total appor-
tionment—

$480. 000 plus
$10,000 allot-

ment

$23, 965. 08
12, 068. 60
15, 302. 13

10, 350. 37
11,790.36
25, 550. 25
11,628.84
58, 436. 37
22, 198. 59
12,619.76
35, 575. 17

19,219.48
13. 669. 98
47, 059. 52
15,940.67
12, 645. 35
16, 690. 42
12, 665. 94
20. 067. 99
32,412.35
11,954.09
11,383.71
19,318.80
16,015.64
16, 653. 64
21,308.71 '

10,867.93

Apportion-
ment of

$480,000 dis-

tributed on
basis of

population

$13, 965. 08
2, 068. 60
5, 302. 13

3.50. 37
1, 790. 36

15. 550. 25
1,628.84

48, 436. 37
12, 198. 59
2. 619. 76

25. 575. 17

9, 219. 48
3, 669. 98

37, 059. 52
5, 940. 67
2, 645. 35
6, 690. 42
2, 665. 94

10, 067. 99
22,412.35
1.954.09
1.383.71
9,318.80
6,015.64
6, 653. 64
11,308.71

867. 93
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The Chairman. You do not lay down any standards in that?
Miss Lenroot. They are in general terms providing that in order

to benefit from this section of the bill, a State must, through its State
department of public welfare, or some other agency designated, sub-
mit a plan which must provide for reasonable provision for such
administration, for State financial participation in the work, for

furthering local public child-welfare services, and for cooperation
with health and welfare groups and organizations.

The Chairman. That carries out the general principle as in these
other provisions?

Miss Lenroot. Yes; it gives the Federal Bureau authority to pass
upon the general adequacy of the plan submitted by the States.

The Chairman. And if they do not do it, it gives you the power to
withdraw any allotment to those States?

Miss Lenroot. Yes; Mr. Chairman, it does. Of course, as I say,

these are general standards and would be administered in a spirit of
cooperation and not a spirit of coercion. I might say that under the
Sheppard-Towner law which we administered for 7 years, the States
were left the greatest freedom in initiating plans and in developing
the character of the work carried on under the plans.

The Chairman. Were the provisions in the Sheppard-Towner law
quite similar to these?

Miss Lenroot. They were somewhat similar. The language is

different and the purposes of the Sheppard-Towner Act were of

course limited to only one small part of this bill. The Sheppard-
Towner Act applied only to matermty and infancy, and as adminis-
tered extended only to the age of 7 years.

The Chairman. But it did give them the right to withdraw any
allocation to certain States which did not pass State laws?
Miss Lenroot. The act provided that the States must accept the

provisions of the act by their legislatures, or provisionally by the

governor, and that the plan submitted must be what was called

reasonably adequate and appropriate to carry out the provisions of

the act. There was no other specification as to standards, and it was
provided further that the plans must be approved by the Federal
agency if they were in conformity with the provisions of the act and
reasonably adequate and appropriate. Of course that was a broad
phrase, and it was interpreted by the Bureau very flexibly. There
was no attempt to dominate or dictate, but an attempt simply to see

that money was not improperly used, for example, for purposes that

were really illegitimate purposes.
Senator Couzens. Did you have any difference with any of the^

States?
Miss Lenroot. No serious differences. There were one or two-

problems that came up. I remember one as to the price of an.

automobile where there was a question as to whether it was justi-

fiable. They were mostly of that character.

Senator Couzens. There were no funds withheld because they did
not comply with the Federal law?

Miss Lenroot. No, sir; there were suggestions made as to minor
parts of the plans, but no State was denied funds under that act.

The purpose of this section of the bill is to enable the State agen-
cies, with the assistance of this Federal money that we have provided^
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mainly on a matching basis, to extend throughout the States, and
particularly into the rural and neglected areas, the fundamental
social services that are necessary if we arc going to save children
from extreme conditions of neglect and abuse and ill-treatment, and
to have a way of getting to children who are suirering from physical
handicaps or from mental handicaps, such as blindness or deafness
or feeble-miudedness or other conditions, the services that are avail-

able in the cities. This type of work has been developed rather
recently, mostly within the last 10 or 15 years, and it is interesting

to note that relatively pioneer work has been done in the Southern
States in this form of aid, where the rural problem has been found
to be very great. I have here a table showing the 12 States that
have already adopted legislation creating county boards or depart-
ments providing comething of the type of service that is contem-
plated under this bill, and if the committee approves, I should like
to insert the table in the record.

The Chairman. Put it in the record.
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Miss Lenroot. The type of services rendered include in practically

all cases protective work for the care of neglected and abused cliildren,

probation work for the juvenile court w^hen requested, investigation of

applications for the care of abandoned children in institutions or in

foster homes, and similar types of services. The extent to wliich the
neeas of children are being neglected in many parts of the country at

the present time is illustrated by the conditions in one State where
over 400 cliildren were reported in almshouses witliin the last year or
two. This is a type of care which we had thought was characteristic

of the conditions described by Dickens and not of present-day Amer-
ican conditions, and yet those cliildren have been subjected to alms-
house care in association wdth the degenerate and feeble-minded and
the senile population of the almshouses.

There are many States where the relief workers have brought for the
first time into these rural areas something approximating a social

service which ascertains what the individual needs of children are and
tries to bring the children in need of care in touch with the facilities

which may be available through private or other sources.

Senator Couzens. Have you any figures as to what these States
have spent in those activities?

Miss Lenroot. I have figures. Senator, as to the expenditures of

the State welfare departments or bureaus or divisions concerned with
child welfare for services of this kind. I do not have figures as to the
local services in those 12 States. I shall be glad to insert the table in

the record showing the State expenditures which total, outside of

New York State, a little over $2,000,000, and which showed a decrease
between 1932 and 1934 of 12.4 percent in State expenditures.

Senator Couzens. Why did you leave out New York?
Miss Lenroot. We were unable to get the information at the time

that we compiled this table. I may be able to get it for the record.

[Figures for New York State have been added to table.l
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Table VI.

—

Expenditures or appropriations for Stale welfare departments, bureaus,
or diuisions concerned with child welfare, exclusive of funds for State aid and
maintenance of children

Agency Funds for 1932

'

Funds for iy34

'

Percentage
change 1932-34

In-
crease

or same

Total.

Alabama
Arizona
Arkansas
California
Colorado
Connecticut.

Delaware.
Florida...
Georgia...
Idaho
Illinois...

Indiana.
Iowa

Kansas
Kentucky.
Louisiana.

Maine

Maryland
Massachusetts.

Michigan..
Minnesota.

Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire.
New Jersey

New Mexico-
New York...

North Carolina.

North Dakota..
Ohio
Oklahoma

Oregon
Pennsylvania.
Rhode Island.

South Carolina.
South Dakota..
Tennessee

Texas
Utah
Vermont
Virginia

Washington...
West Virginia.
Wisconsin

Wyoming.

> $2, 483, 984 s $2, 181, 357

Child-welfare department
Board of public welfare
No State department
Department of social welfare
Child-welfare bureau
Child-welfare bureau, depart-
ment of public welfare.

State board of charities
Board of public welfare
Department of public welfare...
No divi.sion for children's work..
Division of child welfare, depart-
ment of public welfiire.

Board of State charities
Child welfare division, board of

control.
No division for children's work..
Children's bureau
Board of charities and correc-

tions.

Bureau of social service, depart-
ment of health and welfare.

Board of State aid and charities..
Division of child guiirdianship,
department of public welfare.*

Department of public welfare...
Children's bureau, board of con-

trol.

No State department
State chiMrcn's bureau
Bureau of child protection.
Bureau of child welfare
No divL^ion for children's work..
Board of public welfare..
State board of children's guard-

ians.

Bureau of child welfare.
Division of child welfare, depart-
ment of social welfare.

Board of charities and public
welfare.

Children's bureau
Division of charities
Department of charities and cor-

rections.

Child welfare commission
Department of welfare
Children's bureau, department

of public welfare.

<

Children's bureau <

Child welfare commission
Welfare division, department of

institutions.

Child welfare division
No State department
Department of public welfare. .

.

Children's bureau, department
of public welfare.

No staff in children's division...
Department of public welfare. .

.

Juvenile department, board of

control.
Board of charities and reform...

55, 105 E
18, 270 A

42,933 E
6, 560 A

150,024 A
7,784 A

129,928 E

3.000 A
16, 560 A
30, 000 A

72,331 A
6, 700 A

111,277 E

5, 500 A
13, 440 A
20, 000 A

83.3

68, 752 E

49, 700 .\

3 18, 078 A

38,685 E

42, 400 A.

17, 730 A

10.000 A
7, 500 K

80, 500 X

13,450 A
408,006 E

84,085 E
56, 670 E

9,000 A
7,500 A

86, 764 A

9, 187 A
495, 000 A

84,000 E
48,672 E

Same

7.8

21.3

Same

49,515 E
13, 275 A
10,000 A

30,870 E
10. 380 A
7, 750 A

37, 225 A
315,900 A

30,299 E
67,180 E

31,443 E

6, 170 A
169, 173 A
14, 350 A

13,440 A
297, 500 A
43,926 E

9,561 A
6,000 A
6,938 A

20,100 A

36,912 A
287,419 A

26,482 E
55,671 E

28, 360 A

4,455 A
99,200 A
8. 470 A

9,455 A
235, 000 A
44,235 E

5, 482 A
4,000 A
None

13, 580 A

0.7

18,000 A
39,497 E

24,000 A
34,856 E

33.3

46, 750 \
32,580 E

7,750 A

62, 700 A
31,151 E

13, 2.50 A 70.9

' A, appropriation; E, expenditures.
' Total exclusive of New York, for which information not obtained.
' 1932-33 appropriation.
< Bureau or division doing child placing mainly.
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As I said, the type of work contemplated by this section of the

act would be primarily to strengthen the State agencies of welfare

and enable them to go out into the local communities and help to

organize child-welfare services and to provide the types of care

that are so lacking and that have not been met by the Emergency
Relief Administrations. It is not contemplated that this section of

the bill will in any way relieve any State or local government or any
private agencies of the burdens that they are now carrying. It would
simply provide a general framework for ascertaining the extent of the

child-welfare problems of this country and trying to develop better

coordination of effort and more effective use of the services now
available.

To pass to section 701, title VII, page 50: This provides for an
appropriation of $4,000,000 for aid to the State agencies of health in

extending and strengthening the services for the health of mothers
and children, especially in the rural areas and areas suffering from
severe economic distress. Of these amounts, it is provided that

there shall be available $2,040,000 for allocation to the States for

extending these maternal and child-health and maternity-nursing
services, especially in the rural areas, a first grant of $20,000 to each
State and $1,000,000 to be distributed to the States in the proportion

which the number of Uve births in each State bears to the total

number ol live births in the United States. The States must match
this money, except that an amount of $800,000 is provided for alloca-

tion by the Secretary of Labor to the States unable to match in full

these funds, for their use in matching. It is provided in all these

sections of title VII that except in extraordinary situations the

amounts of money made available by the States shall not be less than
the amounts available at the time of the passage of this act. The
reason is that we do not want to encourage the States to decrease

their appropriations in view of the Federal funds made available, but
we want i-ather to encourage them to increase the services provided.
Then there is an amount of $960,000 provided for demonstrations

and research in maternal care in rural areas and in other aspects of

maternal and child health.

Provisions as to the submission of plans and the approval of plans

by the Children's Bureau are included, which are similar to those

in. the section wliich we have already discussed, the aid to welfare

services.

I should like to call the attention of the committee to the very
great need of maternal and child-health service and the decreased
facilities now available in the States and the local communities for

work of this kind. The infant death rates in this country have been
decreasing for the past few years owing largely to the educational
work that has been carried on for a long period of years and to the

development of the public-health services. The decline in infant

mortality was maintained during the first part of the depression
period, but we find in comparing the rates for 1932 and 1933 that

instead of falling as it had for a number of years, the rate was sta-

tionary. In 1932 infant death rate was 58 per thousand live births,

and in 1933 it was the same, 58, instead of a lower figm-e. Advance
figures made available in the public-health reports for 26 States for

the first 6 months of 1934 show an actual increase in the infant

mortality. For these 26 States there was a rate of 62 for the first
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6 months of 1934 as compared with 59 for the coiTespondiii<2; area in

1933 and 58 in 1932.

The testiiiuuiy as to the ell'eot of the th^pression on the nutrition

and healtli of children lias heen assemhhnl elsewhere. There is a
report from Pennsylvania, for instance, based on examinations over
the State conducted under the auspices of the medical societies,

showing:: an avera(]:e of about 30 percent of the children examined
suilerin^ from malnutrition, and there is testimony indicating- the
shrinkai2;e of State resources for combatinc; the detrimental elTects

of the depression on the health of the mothers and children.

I have here a table showinp; the maternal and child-health funds
availal>le by the States in 1928 and 1934, sliowing the percentage of

decrease. I should like to file it if the committee permits.

Table VII.

—

Funds for State maternal and child-health work



352 ECOJfOMIC SECURITY ACT

The Chairman. Yes.
Miss Lenroot. The percentage of decrease ranges from 0.9 to as

high as 96.1, and we have nine States now making no special appro-
priations for work of this kind. We have, on the other hand, five

States that show some increase in 1934 over 1928.
The Chairman. You are putting this tabulation of States in the

record, are you not?
Miss Lenroot. Yes; I should be glad to insert this. There are now

23 States appropriating less than $10,000 for the entire State for pur-
poses of maternal and child-health work, and 14 of those 23 States
have less than $3,000 or nothing at all for this work. The apportion-
ment of money under title VII, section 701, and the apportionment in
comparison with State funds available in 1934 are shown in tables
VIII and IX.

Table VIII.

—

Apportionment under title VII, Maternal and Child Health, sec. 701

State

Total apportion-
ment $1,000,000

plus $20,000 aUot-
ment
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Table IX.

—

Apportionment under title VII, Maternal and Child Health, sec. 701,
compared with State funds available in 19S4

StaM
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health nursing services available in the counties of 24 States in 1934,
and I should like to call the attention of the committee to the fact

that these 24 States are not by any means the worst States. They
are States that would average up fairly well in the provision that they
are making when compared to the rest of the country; and yet, of

1,017 rural counties in these States, there are only 370, or about one-
third, that have any permanent county-wide nursing service. We
took the population in the rural counties in those States and estimated
the percentage of the total population in these counties served by per-

manent county-wide nursing services, and the percentage without any
such service, and we found that 54 percent of the population in these

counties was without any service of this kind at all; and frequently

when the statement is made that a county has county-wide nursing
service, it may mean only one nurse for the entire county.

Table X.- -Permanent public-health nursing service in the counties of 24 States,

1934^
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Table XT.

—

Permanent prenatal and child-health centers in the counties of 18
States, 19S4 »
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Table XII.

—

Adequacy of milk supply in 3,500 families under the care of
public health nursing agencies in 25 cities, November 1934

ADEQUACY OF MILK SUPPLY FOR FAMILY
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833 of these cases the lack of treatment was ascribed to financial

necessity.

Table XIII.

—

Physical defects or conditions needing attention as reported by mother to

visiting nurse among 9,472 children included in 3,600 families under the care of
public-health nursirtg agencies in 25 cities, November 19S4
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I have here a map showing mfant mortality in the United States
in 1933. The black States [indicating] on the map are Arizona and
New Mexico, and they have rates of 90 or more deaths per thousand
live births. The rates in these States with the vertical lines are 65
to 89, and in contrast with these States in which so much work is

needed, especially in the rural areas, we have these lighter-hned
States where the rates are much better.

Senator Costigan. Have Arizona and New Mexico been notable
for the absence of maternity information services?

Miss Lenroot. They have not had, especially in Aiizona I think,
adequate maternal and child health service, and of course these States
have a verj'" large Mexican population, with a good deal of poverty,
and the rates in the Mexican population are very high.

Senator Costigan. Wliat is the reason for the large mortahty rate
in the Southern States, generally?

Miss Lenroot. Of course the Negro population has a good deal
to do with it. The infant mortality rates are always higher among
Negroes than among the corresponding groups of whites, probably
because of the economic conditions of the Negroes and the fact that
to a very great extent they do not have the medical services available
nor the health services. I think that others who are to testify before
this committee from some of the Southern States will show the very
great extent to which there is absence of any medical care at all at
the time of death or at the time of childbirth.

The Chairman. I notice, Miss Lenroot, that my State, Mississippi
is in the second category. It seems as though it were in fairly good
shape, and we have about 250,000 more of the colored population than
the white.

Miss Lenroot. I want to say that for many years. Senator, you
have had remarkable work being done in Mississippi by Dr. Under-
wood in your health department.

Senator Guffey. Is the infant mortality greater with the Mexicans
than with other people?

Miss Lenroot. I can supply that.

Senator Guffey. I would like very much to see those figures.

Miss Lenroot. I will supply those.

(The matter referred to is as follows:)

NEW MEXICO

(Information received by Children's Bureau from Dr. J. Rosslyn Earp, director of public health,
bureou of public welfare, Santa Fe)

Infant-mortality rates for 1933, based on character of name given on birth
and death certificates: Spanish American, 173.8; Anglo American, 61.7.

CALIFORNIA

(California State Department of Public Health Weekly Bulletin, vol. xiii, no. 12, Apr. 21, 1934, p. 45)

Infant mortality rates (1933) for Negroes, Chinese, Japanese and Mexicans

Race: Rate

White 40. 4
Negro 61.2
Indian 122. 3
Chinese 70. 6
Japanese 46.
Mexican 121.4
Others 91. 5
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Infaitl mortality in the Belvedere section of Los Aiigcles County, 1933 and 1933

Year
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Senator Barkley. Is there any relationship between infant mor-
tahty and pohtical mortality in Mississippi? [Laughter.]

Miss. Lenroot. I want to say, Senator, that Kentucky shows up
even better than Mississippi, Dr. McConnack has done notable
work. The maternal mortality is shown on this map [indicatino;] and
there we have a similar variation among States. I would like to

know whether the committee would like to have these maps?
The Chairman. It is difficult to put them in the record. If we

have one for each member of the committee, it would be better.

Maps of that character are expensive to reproduce, and it takes a

long time to have it done by the Government Printing Office, usually.

Miss Lenroot. Perhaps I could have available a few copies for

the members of the committee.
The Chairman. Give us one for each member of the committee

if you can, or if you cannot, give us as many as you can.

Miss Lenroot. I might put in some tabulation shov/ing it.

The Chairman. Yes, you might put in tables and somiC description

of the States with reference to the matter.
Miss Lenroot. In addition to table XV which shows the trend of

infant mortality I will be glad to insert material on the trend of

maternal mortality in the United States.

I have also certain comparisons to give you regarding maternal
deaths in this country and certain foreign countries. I will be glad to

insert those if you want them, and also infant mortality comparisons.
The Chairman. Yes.
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Table XVIII.— Trend of maternal mortality in the United States and certain foreign
countries

Country

Maternal deaths i per 10,000 live births

1915 1916 1917 1918 1919 1920 1921 1922 1923 1924 1925 1926 1927 1928 1929 1930 1931 1932 1935

Australia
Belgium
Canada
Chile.
Czechoslovakia
Denmark
England and Wales.
Estonia
Finland
Germany
Greece
Hungary
Irish Free State
Italy
Japan
Lithuania
Netherlands
New Zealand
Northern Ireland...
Norway
Salvador
Scotland _

Sweden
Switzerland
United States 3

Uruguay

37

40 36 33 30

248

33
2 15

61
2 32
44

63
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health ofhcers, have been consulted wath reference to these recommen-
dations. Wo have had also medical roi^resentation in the f]:roiip

workinfr with us in devolopinG: siiirirostions for title VII. Dr. Adair,

professor of obstetrics in the l^nivorsity of (^bicac:o, and a very
eminent obstetrician; Dr. Gnileo, professor of pediatrics in the Rush
Medical ColleG:e; and Dr. Grover Powers, professor of pediatrics

in Yale I'nivcrsity, were members of our advisory committee, and
worked with us; and Dr. Eliot, the Assistant Chief of the Children's

Bureau, is herself a pediatrician and associate professor of pediatrics

at Yale. We have also conferred with other representatives of the
medical profession with reference to the recommendations incor-

porated in this title of the bill.

I should also like to iile with the committee a list of the members
of the Children's Bureau Advisory Committees on Obstetrics and
Pediatrics, who have worked with us for many years on the various
aspects of our program relating to maternal and child health, I

shall file a list of the committee members with the permission of the
chairman.

Obstetric advisory committee:
Dr. Fred Adair, professor of obstetrics, University of Chicago.
Dr. Robert De Normandie, clinical professor, department of

obstetrics. Harvard Medical School.

Dr. James L. McCord, professor of obstetrics, Emory University,
Atlanta.

Pediatric advisory committee:
Dr. Richard M. Smith, professor of cliild hygiene, Harvard School

of Public Health, representing American Pediatric Society.

Dr. Julius Hess, professor of pediatrics, Illinois Medical School,

representing American Medical Association.

Dr. Samuel McClintock Hamill, chairman Pennsylvania Emergency
Child Health Committee, representing American Academy of

Pediatrics.

Dr. Howard C. Carpenter, representing American Child Health
Association.

We have a maternal and cliild-health division, of which Dr. Eliot

was the head until recenth^ when she was promoted to the position of

Assistant Chief of the Bureau, and we have a competent medical
staff in the Bureau which of course would have to be enlarged to some
extent to carr}^ out the pro\'isions of this act.

The types of demonstration serA-ice that might be carried on under
tliis act are particularly important from the point of view of those
States, sho^^^l on this map, and the groups of the population especially

in need of attention—those in the rural areas, the Mexicans and other
groups m special need. Such demonstrations would include those of

administrative procedure and health services of an intensive nature
such as were carried on a number of years ago by the Child Health
Association and the Commonwealth Fund; studies of the adequacy of

facilities for maternal care in communities of diiferent types; study
of infant mortality where it is particularly high; studies of nutritional

condition of cliildren and of the effect of inadequate food and dietary

deficiencies on the growth and development of children; studies of

the health and nutrition of adolescent children, both those entering

industr}^ and those in school; study of the causes of dental defects in

cliildren and pregnant mothers; and studies of nervous instability

related to behavior problems.
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If the committee wishes, I \\ill proceed to the section of the bill

dealing with the care of crippled children, section 702, page 54.

This section of the bill provides for $3,000,000 to be used, again in

cooperation with the State agencies, in the provision of medical care
and other services for crippled children, especially in rural areas, to be
granted on a matching basis if possible, with certain exceptions when
unusual need is shown.
The amount will be $10,000 to each State and the remainder on the

basis of need. This need refers not only to financial need, but also to

the number of crippled cliildren in different areas. I have here twa
maps showing the distribution of poliomyelitis in the States, and
showing the sliifts in the areas where that condition is prevalent.

This map (indicating) shows the distribution of infantile paralysis,

pohomyelitis, in the States, from 1915 to 1929. The yellow-colored
States have less than 2 per 100,000 population; the black-colored
States have 10 or more cases per hundred thousand; the purple-
colored States, 6 to 10 cases per 100,000. The map for 1930 to 1933
shows the same thing, but it indicates the different distribution..

You see that on this map (indicating) the black States show up some-
what differently than on the former map. We have felt that it was
necessary to leave the allocation of the funds somewhat flexible so as

to get promptly to the areas where there were prevailing conditions,

that were likely to lead to crippling and provide medical care and
physiotherapy.
The Chairman. What does the wliite space on that map mean?

That they have no cases at all?

Miss Lenroot. "Not reported." Kentucky shows "not reported."'

The Chairman. Is that due to the inefficiency of the public-health
service in that State?

Senator Barkley. Due to the efficiency. It has been eradicated,

(Laughter.)
Miss Lenroot. Perhaps there was none to report. This forn* of

care and service to children is very closely related to health and wel-
fare services contemplated by the other sections of the bill, because
of course, there are many conditions in the homes of the crippled

children needing social-service attention. If we can get this public
child health and welfare service extended throughout the poorer
areas of the country, we shall avoid the situations which now exist

in many places of having crippled children overlooked and neglected,.

The Chairman. "Crippled children" is not confined to infantile

paralysis?

Miss Lenroot. No. I have figures showing that in New Jersey,

figures for a recent year showed one-third of the cases due to infantile

paralysis. I presume the distribution would vary. It varies, I

believe, from about 15 percent to about 51 percent in the various
studies as to the causes leading to crippling.

The types of service that would be carried on here would be largely

restorative, preventive, and medical and health services. Th&
Children's Bureau would contemplate developing very close coopera-
tive relationships with the Division of Vocational Rehabilitation in

the Office of Education. That program provides about $1,100,000 a
year for the rehabilitation and education of employable persons dis-

abled or physically handicapped, 14 years of age and over. The two
programs could be well integrated, I think, and we have been in
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consultation with members of the staff of the Division of Vocational
Rehabilitation and also with others interested in this vocational-
rehabilitation ])rogram.

Senator Couzens. Wliat problems have you with the blind?
Miss Lenhoot. The problem of the blind, of course, is partly a

medical problem and to a very fi:reat extent an educational problem.
Senator Couzens. ^^^u^t I am tryinfj: to get at, are there any voca-

tional efforts with the blind?

Miss Lenroot. Yes; I believe the blind would be included under
the vocational rehabilitation; the blind, the deaf, and all types of

physically handicapped would be included. There are only 10 States
tiiat now have anythinir like a State-\vide system providing for the
care of the kind contemplated in this bill. These States are Florida,

Kentucky, Michigan, New eTersey, New York, North Carolina, Ohio,
Pennsylvania, Vermont, and Wisconsin.

There are a total of 35 States that have made provision of some
kind for ca'-e and treatment, but in some of these States the amounts
of money are very inadequate, as little as $3,000 a year for the entire

State. I might say that in conversation with some of the people
interested in this study in the last few days, I have had instances
brought to my attention of the extent to which services for crippled
cliildren have been curtailed because of financial conditions. For in-

stance, I was talking the other day to a person who is concerned with
the administration of the juvenile court work throughout a State, or
was until recently. The juvenile courts in that State have jurisdic-

tion over crippled children. He said that while he had no statistics

available, he had conversation frequently with judges of the juvenile
court, and that cases were brought to his attention where the judges,
because of lack of funds, did not feel that the}^ could commit children
for care, and that in some cases where a judge formerly would have
ordered an expensive operation, he now contented himself with order-
ing a brace for the limb of the cliild.

In other States also it has been reported to me that services for-

merly available had been curtailed during the depression period.

The types of work that would be provided under this section of the
act would include such things as location and registration of crippled
children bj" surveys or by a school census; the development and ex-

tension of diagnostic and follow-up clinics, either permanent or itin-

erant or both, under the staff of a physician and nurse and assisted

by county social workers, physiotherapists; and the provision of

medical and nursing care and after care, in the child's home, in a

hospital, in a convalescent home, or in a foster home. There might
be a necessity of bringing some educational facilities to these children,

especially in the rural areas, but the aim would be to coordinate this

program with the educational program being carried on under the
Division of Vocational Rehabilitation.
Now, Mr. Chairman, I tldnk that concludes my statement. I

shall be very happy to answer any questions.

The Chairman. Are there any questions?
(No response.)

The Chairman. The committee thanks you very much, Miss
Lenroot and we ma\' want you here later on when we begin to take up
this bill paragraph by paragraph.
Miss Lenroot. I shall be ver}'- happy to be at the committee's

disposal.



370 ECONOMIC SECUEITY ACT

The Chairman. I desire to place in the record certain letters and
statements relating to S. 1130, which have been submitted to me.

(The letters and statements above referred to follow:)

National Catholic Welfare Conference,
Washington, D. C, February 4, 1935.

Hon. Pat Harrison,
Chairman Finance Committee, United States Senate,

Washington, D. C.

Dear Mr. Chairman: The administrative committee of the National Catholic
Welfare Conference would not, of course, venture to express a detailed opinion
on the proposed Economic Security Act as a blanket measure. Many expert
minds were called into service in the compiling of that act; and to specialists,

the wisdom of many of its measures must be left.

Everything that promotes just legislation, and particular!}' s\ich legislation as
is beneficial and helpful to our needy citizens in this time of wide-spread distress,
has received and will receive the full support of the National Catholic Welfare
Conference.
But the administrative committee of the National Catholic Welfare Conference

respectifully submits that this proposed legislation, to be known under the title

of the "Economic Security Act," should explicitly do justice to every agency that
contributes to the public welfare.
The President and many other public leaders of the day have appealed time

and again for the generous support of the private agencj' of prevention and relief.

The private agency has played an essential part and is today playing an extended
and essential part in the actual care of the unemployed, of the aged, of needy
mothers, of the sick and injured, of the orphans, of those mentally or physically
handicapped.

The administrative committee of the National Catholic Welfare Conference
respectfully requests that this recognized and most laudable work of piivate
institutions, fostered b}^ the members of every religious denomination and of
none—and always encouraged in our Nation's history by both State and Federal
authorities—be not further burdened because of any unfavorable interpretation
of any of the provisions of the proposed Economic Security Act; but that such
legislation make it explicit that no State is prohibited, through acceptance of
Federal funds, from using as agencies of relief and prevention the private institu-
tion, hospital or home. This legislation would then recognize—what is pre-
eminently true—that the private institution is an essential element in the promo-
tion of that self-sacrifice so necessary to the happiness and prosperity of our
country.

Thanking you in the name of the administrative committee for the considera-
tion you will give to its petition, we remain.

Respectfully yours,
John J. Burke, C. S. P.,

General Secretary.

American Child Health Association,
New York City, February 1, 1935.

Hon. Pat Harrison,
Chaii-?nan Senate Finance Committee, Washington, D. C.

Dear Senator Harrison: May I be permitted to file this letter as a part of
the Senate hearing concerning bill S. 1130, especially title VII and title VIII?

For 18 years I (Samuel J. Crumbine, M. D.) was engaged in the practice of
medicine at Dodge City, Kans. I then became State Health Officer of Kansas,
serving in that capacity for 19 years, and for 11 of these years as dean of the
school of medicine of the University of Kansas. In 1923 I came to New York
to the American Child Health Association, whose general executive I have been
for 10 years.
The experience of these 48 years in private practice, and in public health, is

the basis for my belief and conviction that there must be aggressive efforts looking
toward the prevention of infant and maternal mortality, and the promotion of
child health. The loss each year of about 14,000 mothers in childbirth means
that a large proportion of the homes in which the deaths occur will be broken.
The cumulative effect of this traged}% during the years that have passed and in
the years to come, is an a]:)palling menace to the home which is the bulwark of
our national and racial stability, and the foundation of our civilization. Among
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older children the broken home is often a cause of delinquency. Because of the
death of tlicso mothers a miphty army of orphaned cliildrcn is constantly growing,
from which come the every iuoroasing army of (.lepcudents and delintnients.

A number of years ago this very condition was so apparent to ihe so.'ial workers
of the New York Association for Imjiroving tlie Condition of the 1 oor that they
organized a clinic for prenatal care, one of the first organized in tliis country for

the purpose of not only cutting down the death rate of mothers, but also as a means
for reducing the annual influx of deiHMulent and delinquent children occasioned
by the death of the mother and the consequent disruption of the family.

In my judgment prenatal clinics should be established all over the country
in cooperation with the medical profession and under the supervision of the
official agencies. This much-needed program might be attainable under the
provisions of the security bill.

Health programs such as these are basic for economic and social progress and
for the physical and mental development of the race.

Very truly yours,
S. T. Crumbing, General Executive.

The Johns Hopkins University,
Baltimore, Aid., January 29, 1935.

Hon. P.\T Harrison,
Chairman Senate Finance Committee,

Washington, D. C.

Dear Mr. Harrison: I am writing you as chairman of the Senate Finance
Committee in reference to Mr. Wagner's bill S. 1130. I am p'articularly inter-

ested in paragraph 3 on page 52, under title VII, on maternal and child health.

Permit me to emphasize my belief in the need for special demonstrations and
research in maternal care in rural areas and other aspects of maternal and child

health. This work, if financed, would, I believe, be under the supervision of

Dr. Martha M. Eliot, of the Children's Bureau, who is a person exceptionally
qualified for both the planning and conduct of research in the field mentioned.
I feei quite confident because of my long acquaintance with her that any funds
made available for work in her department would be exceptionally well expended.
Therefore anything you can do to promote the passage of the bill in such form
that an adequate remainder of funds will go to the Secretary of Labor for use
in work relating to maternal care and child health wi'l be greatly appreciated.

Very truly yours,
E. V. McCoLLtTM.

Hartford, Conn., January 28, 1935.
Hon. P.\T Harrison,

Chairman Senate Finance Committee,
Washington, D. C.

Dear Sir: I wish to express myself as heartily in favor of the maternal and
child health program outlined in Seante bill 1130, title 7.

I have practiced obstetrics in Hartford for 20 years and am convinced from
my thorough knowledge of conditions throughout the State, in this field, that the
rural areas of our State would benefit by the terms of this bill.

Very truly yours,
James Raglan Miller, M. D.

Michigan Crippled Children Commission,
Lansing, Mich., January 28, 1935.

Hon. Pat Harrison,
Chairman Senate Finance Committee,

United States Senate, Wnshingtofi, D. C.

My Dear Senator Harrison: In reference to Senate bill 1130, section 702,
the portion dealing with the care of crippled children, I wish to make the following
suggestions for the consideration of the Ways and Means Committee of the House
and the Senate Finance Committee.

First, it would occur to me that the term "crippled child" should be defined in

this section and that the age limit should be 21 years, unless it is definitely deter-

mined that the definition should be left to each State individually, and that the
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term "child" is universally accepted in this country as a person under 21 years
of age. I would suggest as a definition the following:
"A crippled child, for the purposes of this act, is defined as one under 21 years

of age whose activity is or niaj^ become so far restricted by loss, defect, or deform-
ity of bones or muscles, or nerves involving bones or muscles, as to reduce his or
her normal capacity for education and self-support; an orthopedic or plastic

surgery case which has a definite crippling condition that actually or potentiall}^

handicaps the child educationally and/or vocationally."
We believe this is highly important: First, to establish a standard to be used

in the various States; and, second, to simplify the problems of administration.
On page 54 of Senate bill 1130, line 4, there appears the statement: "the jjro-

visions of medical care and other services for crippled children." Unless it is felt

that "other services" may properly be interpreted to refer to special educational
a.dvantages or transportation or maintenance for crippled children in the rural
districts who cannot get to school because of physical limitations, I think that
that phrase should be enlarged or clarified to include such services to crippled
children.

Therefore, I would also suggest that in lines 14 to 18 on the same page, the
following amendment which I have italicized:

"The remainder shall be allotted to States for purposes of locating crippled
children, and of providing facilities for diagnosis and care, hospitalization, and
after care including education when not otherwise available, expecially for children
living in rural districts."

On page 55, I would suggest a similar amendment in lines 15 to 19 to read as
follows: "State plan must include reasonable provisions for State administra-
tion, adequate facilities for locating and diagnosing children, adequate medical
care, hospitalization, and after care including education when not otherwise avail-

able, and cooperation with medical, health, educational, and welfare groups and
organizations."

I might add that my 10 years' experience in Ohio and 4 years' in Michigan, as
well as my investigations in many other States, have convinced me that one of
the greatest types of neglect for crippled children lies in the inability of those
living in rural districts to get the type of education which they should have,
considering their handicaps. We have a record now of 700 cases in Michigan
who have had about all the hospital treatment the State is justified in giving
them and who are in rural homes or in other locations where it is impossible for
them to get to school because of their physical condition.
The agencies in Michigan interested in the care, relief, and education of

crippled children endorse section 702 of Senate bill 1130, and feel that it will be
of inestimable value to this type of work in the United States if enacted into law.
The investigation of the White House Conference on Child Health and Pro-

tection lead to the conclusion that only a small proportion of the total number of
crippled children in the United States have secured any kind of real service, and
those receiving adequate care are very few considering the countrj' as a whole.
The report recommended Federal aid to "properly constituted State service."
(Refer to pp. 173 and 178 of The Handicapped Child, published by the White
House Conference.)

This report also stated that a Federal program should be one of consultation,
education, and demonstration services with financial aid to States and terri-

tories and through them to local communities. That the Federal program should
provide for a coordination of efforts with other Federal and State authorities
and private agencies, as well as to carry on proper type of research to determine
the best way to improve and enlarge existing State and local services. It set
forth too that special emphasis should be given to the situation surrounding the
crippled children of the rural communities.
We believe that this bill provides for the needs which were found in the investi-

gation made by the White House Conference. The enactment into law would
be a tremendous service to the crippled children of the United States and in our
opinion is economically sound.

Very respectfully submitted.
Harry H. Howett,

Secretary-Treasurer.
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Statement of the Associated Women of the Amehkan Farm Bureau
KeDKRATION

The Amorican Farm Hiireavi Federation has been a potent factor in the securing

of legislation favorable to rural America for many years. At each succeeding
session of Congress, its representatives have appeared in behalf of such measures,
or vigorously opposed those which the organization felt were opposed to the
best interests of agriculture.

Recently there has been formed an afliliate organization known as the "As-
sociated Women of the American Farm Bureau Federation," whose purpose is to

assist in an active, organized way in carrying forward sucii phases of the American
Farm Bureau Federaton programs as inevitably enlist t!ie creative interest of

women, namely, to help accent the fundamental imi)C)rtancc of organized efforts

to bring about better educational, social, and spiritual opportunities for rural

people; to strengthen and support the extension organizations associated with
home-demonstration work throughout the United States; to serve as a means for

the exchange of experience in this field of adult education relating to home and
conununity life; to i)rovide nationalization for the State organizations of rural

women in the United States, in order that they may participate in national
councils of American women in cooperation with national organizations of city

women and to give to the rural womanhood of America the means of expression

and the strength that comes from unity in organized efforts that are dedicated to

the development of a more abundant country life.

The influence of this organization, which is Nation-wide, reaches into every
State where Extension Service and the Farm Bureau are laboring together for a
better rural America.

It is a well-known fact that even at the peak of prosperity, four-fifths of the
rural areas of the United States were without organized health service. No one
can deny that maternity and infancy are without proper protection in most of

our rural communities. The Associated Women of the American Farm Bureau
Federation "count children as the best crop of the farm" and are glad to add
their influence to help secure measures which will j^roperly safegiuird mothers
and children. This principle has been ofttimes expressed by official resolution

and presented by our representatives to congressional committees.
The Associated Women of the American Farm Bureau t'ederation hereby

endorse those sections of S. 1130 and H. R. 4120 as relate to maternal and child

health and child welfare.
Furthermore, the Associated Women of the American Farm Bureau Federation

wish to endorse section 802 of S. 1130, i)rovided that the words "particularly in

rural areas", be inserted in line 23, after the words, "State healta services."

Respectfully submitted.
Mrs. Chas. W. Sewell,

Admitiistrative Director of the Associated
Wo7nen of the American Farm Bureau Federation.

Emory University,
Atlanta, Ga., January 28, 1935.

Hon. Pat Harrison,
Chairman of the Senate Finance Committee,

]Vashi7igton, I). C.

My Dear Sir: Please permit me the privilege of writing you concerning the
economic security bill. I am jjarticularly interested in the provision of tlie bill

that has to do with maternal and child health.

I have been teaching obstetrics for 2o years. For the past 5 years 1 have been
teaching obstetrics to rural doctors in five Southern States. This I liave done by
going directly to a grouj) anri staying for 5 days.

I was born and reared in the South and I know its people and needs. Being
more familiar with maternal j)roblems, I can more easily see the great need for

lielp along those lines in our rural counties.
1 think that a well-planned program, with competent supervision, can lower

•the maternal death rate in our rural counties at least 50 percent.

It will be of inestimable value in making our people tliink along i)ublic health
lines. I urge your cooperation and support.

Very truly yours,
James R. McCord, M. D.
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STATEMENT OF JOSEPHINE ROCHE, ASSISTANT SECRETAPvY OF
THE TREASURY

Miss Roche. Mr. Chaii'man and members of the committee; I

\^^sh to make only a brief statement personally regarding the public
health provisions of title YIII, and its importance as a major factor
in trie development of a security program. Dr. Sydenstricker of the
United States Public Health Service, under whose direction the staff

of the Committee on Economic Security prepared the public health
section of the Committee's report and the recommendations contained
in title VIII is here to testify, and will be able to give you more com-
prehensively and effectively than I can, the part of this title in the
general program. The Surgeon General of the United States Public
Health Service, Dr. H. S. Cumming, is also here to discuss this title

and to answer such questions as you may desire to ask hun regarding
the Public Health Service.

The title is short and very simple. It involves no new procedure
or plan. It provides merely for progress along lines thoroughly tested
and proved of great value in conserving human life and health.
The Chairman. It lays down no standards or rules?

Miss Roche. No new featiu-es; no.

The Chairman. Whenever they ascertain here that they need some
assistance from the Federal Government, they make the allocation?
Miss Roche. The allocation is made on the basis of need.
The Chairman. It differs in that respect from the other provisions

of the bill?

Miss Roche. Yes.
Senator Costigan. Miss Roche, I notice an appropriation here

of $10,000,000 beginning with the vear 1936. Does that cover all

of the activities of the Public Plealth Service or is this in addition
to the necessary appropriation for present activities?

Miss Roche. This is in addition, Senator, to the present appro-
priation, and it is the intent and understanding, I believe, of the bill

to have it continued as additional to the regular appropriations.
As I was sa3'ing, the biU provides really for further progress along

lines that have been thoroughly tested and approved and have proven
to be of great value in conserving human life and human health.

$10,000,000 is appropriated for the 3'ear 1936, and the same amount
is authorized to be appropriated annuall.y thereafter, to be allocated
to the United States Public Health Service to be expended as outlined
in the bill.

$8,000,000 of this amount is to be allotted by the United States
Public Health Service to the several States and the District of Colum-
bia, and Hawaii, Puerto Rico, and Alaska, in amounts determined
on the basis of then* respective needs, for the purpose of developing^
State health services, including the training of personnel for State
and local health work, and of assisting counties, health districts, and/or
other political subdivisions of the States in maintaining adequate
public-health programs—programs which make practical application,

for the benefit of all citizens, of approved public-health methods for

the control of disease and improvement of commimity sanitation.

Payment of any allottment or installment thereof is to be made only
after the Secretary of the Treasmy has made a finding of fact that
there is need to make such money available in each State.
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I should like to filo as part of the record, as "Appendix A", a state-

ment prepared by Dr. Waller, Assistant Sur<reon General of the
United States Public Health Service, in charjje of the Bureau's States
Relations Division, which trives in detail the need for the work pro-
vided for by section 802 of title VllI, the type of services wliich it

would mean in States and local communities, and the administrative
and cooperative ])rocedure under which the work would be carried on.

The Chairman. We will be very clad to have you tile it.

Miss Roche. Thank you. With this statement there are filed a
few samples from hundreds of letters we have received from State
health olficials ur^insr the need of this title.

The balance of the $10,000,000, or $2,000,000, title VIII provides
shall be annually available to the United States Public Health Service
for much-needed investigation mto health and sanitation problems
which affect all or most of our States, and for employing such Public
Health commissioned officers and such experts and personnel from
the civil service lists as are necessary to carry out the purposes of

title Vni.
A supplemental statement by Dr. Thompson, Assistant Surgeon in

Charge of Scientific Research of the United States Public Health
Service, is herebj' submitted, with the request it be made part of the
record as "Appendix B." The statement re^aews the needs for

further investigation into such problems as stream purification,

sewage and industrial waste disposal; the nature and prevention of

water borne epidemics and diseases, the methods of malaria control;

the investigation of health hazards, in industr\^, and practical methods
for their control; the investigation of such diseases as rural epidemic
typhus fever in a number of the Southern States, encephalitis or the
so-called "sleeping sickness '', infantile paralysis, and Rocky Mountain
spotted fever which is now a problem in almost every State.

With your permission, I should like to file that brief statement also.

Senator Couzens. Have you drafted anywhere any definition of

the word "need"?
Miss Roche. No; not in this title, sir.

Senator Couzens. It seems to me that there might be different in-

terpretations of that word, and I was wondering whether there had
been any definition drawn as to the word "need". I loiow that
need exists where there is plenty of money sometimes, and there is

need existing where there is no money.
Miss Roche. I would assume that where there is money, the idea

would be the State of local community should be in every possible
way urged to cooperate financially, I have no doubt that the mem-
bers of the committee who prepared the report and the substance of

the bill will be able to give you detailed information which I do not
have, as a result of their discussions, on this administrative problem.
I am somewhat handicapped by coming into this picture very late, sir.

Senator Costigan, Miss Roche, I notice a reference to the em-
ployment of clerks, assistants, and others from eligible hsts of the
Civil Service Commission, Is the Public Health Service largely re-

lated to the civil service as to employment?
Miss Roche. Most of the Public Health Service officers on im-

portant administrative assignments are commissioned officers, ap-
pointed by the President and confirmed by the Senate after selection

by a special examinmg board. All other personnel except commis-
sioned officers, is from the civil-service hsts.
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Senator Costigan. Is it true that most of the employees of the
Public Health Service at present are imder the civil service?

Miss Roche. Those that are not commissioned officers.

Senator Barkley. ^ATiich means that some of the positions, den-
tists and others who are not commissioned officers, have to take civil-

service examinations?
Miss Roche. They are from the Civil Service lists. I think I

am correct, if not, the Surgeon General can correct me. Are there
any exceptions to that [addressing General Gumming]?
The Chairman. The Surgeon General will be on the stand and

we can ask him.
Miss Roche. I think that practically all except commissioned

officers, have to take civil-service examinations and they are taken
from the Civil Service lists.

Senator Costigan. Personally I am gratified to see this inclusion of
the provision for civil service. It seems to me there has been a dis-

position to get away from it in some recent legislation, and I desire

to develop the fact that the present service is largely under the civil

service.

Miss Roche. Except for the commissioned officers, it is practically

entirel}^ civil service. There are probably a few exceptions where
persons are employed locallj^ on part-time duty.

Senator Barkley. Do you think that a civil-service examination
can always develop who may be the one or two or the best of any
number for a position?

Miss Roche. I think the civil-service regulations tend toward
infinitely superior quality of service in the long run.

Senator Barkley. As a rule, as far as the employees are concerned ^

but I am wondering whether in the employment of doctors and
lawyers, whether a civil-service examination really reveals the one
best qualified.

Miss Roche. I think the Surgeon General could give you more
adequate information on that. I am only a lay person, but that is

my general impression.
The $10,000,000 provided for in the title is but a very small part of

the amount needed for public-health work to reach even a necess'ary

minimum of efficiency. Not less than $1 per capita has been found a

necessary annual expenditure in communities with even moderately
satisfactory health services. This would mean $126,000,000 a year as

a minimiUm estimate, for the country as a w^hole. States and local

communities, however, are altogether spending but $83,000,000 a

year approximately. The Federal Government is spending on all

human health services only about $5,000,000 annually (4 cents per
capita). This $10,000,000 appropriation, therefore, still would leave a

considerable responsibility on State and local governments for devel-

oping and maintaining adequate health services. It would, however,
be an enormous help and stimulus in that work, particularly in making
available the greatly needed trained Public Health personnel without
which the program cannot satisfactorily be put into effect or make
progress.

Senator Gerry. I do not understand you entirely on the statement
that 3^ou have just made there. You say what amount as to the esti-

mate by experts who have worked on the committee this summer was
that about a dollar per capita is the minimum amount that will insure
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evoii a moderately satisfactory health service, hiuI inaiiy coininunities
havo spent more than that amount in what they feel are definitely
satisfa('U)ry and economical resulls. The State and local j2;overn-

ments today, in the country as a whole, are spendinii; apj)ro.\imately
$So,000, 01)0, and the Federal Oovernment in all of its health services,
human health services, ahout $5,000,000, so that this additional
$10,000,000 appropriation makes $98,000,000.
Miss Roche. It would still leave a large margin which we have

got to work tow^ard eventually.
Senator Gekhy. How much is that margin? Have you the figures

there?

Miss Roche. It would be $120,000,000, the dollar per capita
minimum amount, less $98,000,000—the $83,000,000 plus $10,000,000
plus $5,000,000—which would be a margin of $28,000,000.

Senator Gerry. And are vou recommending that the States raise

that?
Miss Roche. There is no recommendation, sir, in the bill. I am

simply pointing out that tliis $10,000,000 in view of the conditions
which I am going to refer to m a few minutes, is not excessive, but
a very moderate step toward the conservation of the human resources
of the country.

Senator Gerry. There are lots of the States that are doing a great
deal more than others and that are pretty effectively running their

health services, aren't there?
Miss Roche. There are some very effective health services in the

country', and Dr. Sydenstricker and the other experts on the com-
mittee will no doubt go into a description of the work that is being
done in those States.

Senator Gerry. "What I was getting at is tliis, in other w^ords,

certain backward States would be helped by this extra appropriation,
and the States that are doing the work would not be? It is aimed
at the backward States.

Miss Roche, The basis of need, sir.

Senator Gerry. The basis of appropriation.

Miss Roche. Of population and of need. The fact that a State is

absolutely handicapped by poverty would not mean that they could
not get any assistance.

Senator Gerry. That would mean that they w^ould have to get it

from the Federal Government, would it not?
Miss Roche. Yes, through this appropriation. There is a definite

latitude there in the provision, of course.

I think as we approach the problem we are all facing, from the

public health angle, we are justified in having a special sense of the

needlessness of nmch of our human waste because facts in this field

show how much can be achieved in conserving human healtli and life

when even moderate and intelligent provision is made for public

health work. In those few cojnmunities where modern public health

work has been consistently carried on wdth adequate funds and
personnel, where health knowledge and health facilities have been
available to the people, the burden of preventable illness and prema-
ture death has been hfted over a third. As a consequence of the

achievements of research, the discoveries of medical science and their

apphcation to the prevention and treatment of diseases, there has

been in recent years a decline in our general death rate—through 1933.
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But we know, too, that of the 1,342,073 deaths that occurred in that
year, at least 250,000 were from preventable causes. These deaths alone
represented a money loss in human hfe value conservatively estimated
at $735,716,000. One hundred and twenty thousand babies under 1

year of a2:e died in 1933. Half of these deaths could have been
prevented, leading health authorities state. There were 74,000
deaths from tuberculosis in 1933.

This death rate, also, could have been cut by 50 percent, had known
methods of prevention been available and used. Furthermore,
although data for 1934 are not yet complete, for the first half of 1934
the gross mortality rate in cities of 100,000 population and over is

reported to be appreciably higher than in the same period of 1933.
Death rates and the depression have a definite relation when mortality
figures are broken down. Recent surveys by the United States
Public Health Service and the Milbank Memorial Fund, in 10 in-

dustrial locahties, show that during the period 1929-32 the death rate
in families with no employed members or part-time earners increased
20 percent, while in those families which had full-time wage earners
it declined.

Equally important with death rates, perhaps more so, is the amount
of preventable disabling illness that does not show in the mortality
figures. In the .study just referred to, it was found that families

which had suffered the most decline in income from 1929-32 had a
disabling sickness rate 50 percent higher than those whose economic
status was not materially reduced. In 1933 more than 43,000 cases
of typhoid fever alone caused an estimated loss of $8,600,000 for

medical care. Nearly 60,000 cases of diphtheria caused a loss of

$2,961,000. These two diseases are now regarded as almost entirely

preventable if known methods of prevention could be universally
applied.

A recent survey by the Public Health Service showed by actual
blood test of only 200,000 people in 11 Southern States a total of

14,000 known cases of malaria. This survey was made during the
winter when malaria is least active, and included only school children.

It is estimated that in the whole population in the malarious section

of the South there are, every year, at the height of the malaria season,

probably 6,750,000 cases of malaria.

The first full-time county health unit in the United States was
established as long ago as 1911. And yet, although 23 years have
elapsed since its establishment, there are less than 600 counties with
full-time health service in the United States today. Approximately
2,000 rural counties, containing more than 75 percent of our total

rural population, are without any health service worthy of the name.
Many counties are too poor to provide adequate health service

without aid from some outside source. Further, the actual preven-
tion of sickness and deaths through public health service activities

needs often to be conclusively demonstrated to local governing
authorities before the soundness and economy of appropriations for

health work is realized.

The situation in many of our smaller cities, and in some of the

larger ones, is almost as bad as that existing in a large part of our
rural area.

When the adequacy of the local health departments which exist

is studied it is found that only a relatively small proportion, 21
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percent (75 counties and 102 cities), have thus far developed a per-

sonnel and service which can be rated as even a satisfactory minimum
for the popuhition and the existing: problems. The experience in

cities in 1934 shows that health budgets have been reduced on the
average about 20 percent from the experience of 1931, reductions
varying from 1 or 2 percent to as high as 50 percent. \Vhere this

reduction has amounted to 30 i)orcent or more practically complete
breakd(nvn of the public health protective facilities has resulted.

Nor is the need of Federal aid couiined to rural and urban health
organizations. Not more than half of the State health departments
are adequately staffed or satisfactorily equi])ped to render the service

which tbey alone can give regardless of the extent to which local

facilities may be developed. Specific reference is made to divisions

of vital statistics, laboratories and sanitary engineering servdce for

the su])ervision of local water supplies, sewage disposal, and other
environmental sanitation activities. At least a third of the States
are not now able to prouiote the establishment of full-time local

health de])artments or to give pro])er supervision to local health work,
because of the lack of i)roperly trained scientific personnel, capable of

performing such duty on the State health department staff.

I think it is an interesting point, Mr. Chairman, to bear in mind
that the staff of the Committee on Economic Secm-ity reported in its

finding that families having an annual income under $2,500 have an
annual wage loss of $900,000,000 due to illness, and that their costs

of medical care are annually $1,500,000,000—a total money loss of

$2,400,000,000.
Obviously these facts reveal not only conditions of needless human

suffering and wretchedness, but definite economic waste. They call

for the immediate extension of public health work and policies of

proven worth, long recognized as hunumly and financially sound and
constructive. Title VIII provides for such a program of Nation-wide
public health work, financially and technically aided by the Federal
Government, but supported and administered by the State and local

health departments. It is one of the most important steps toward
our goal of conserving our human resources.

I think that completes my general references to title VIII. I have
here, as I stated m the begmning, a few minor changes in the title

wliich we have taken up with those who drafted the bill. They have
the approval of the persons who drafted title VIII. They include the
following:

Title VIII, section 802, line 21, after the word "States", insert

"and the District of Columbia, iVlaska, Hawaii, and Puerto Rico."
Section 802, line 25, after the word "counties" insert "health

districts."

Section 803 (a), line 17, after the word "to" insert "pay the salaries

and allowances of such additional regular commissioned officers, to".
Senator Couzexs. You have not enough comnnssioned oflJcers

now?
Miss Roche. It is quite possible under the development of this title

that there would be more needed to carry out adequately any re-

search and au}' assistance to the States.

The Chairman. Thank you \eiy much Afiss Roche.
jMiss Roche. There are two minor changes also which I might

leave for inclusion in the record.

109780—35—PT 6 5
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(The same are as follows:)

Section 803 (a), line 22, after the word "expenses" insert "includ-
ing printing and binding".

Section 803 (a), line 24. Strike out the period at the end of the
line and insert in lieu thereof a colon followed by the words

—

"Provided, That personnel of the PubUc Health Service paid from other appro-
priations may be detailed for carrying out the purposes of this title and when so
detailed their salaries and allowances may be reimbursed out of the amounts made
available in this section to the appropriation or appropriations from which paid."

Senator Lonergan. Can you tell us how much of the rural area of
the country is without doctors?
Miss Roche. I think if I might I would prefer to refer that to

Dr. Sydenstricker or Dr. Falk, his assistant, who have studied that
matter and who have it in much more satisfactory form than I have.
The Chairman. We will have them on next.
Miss Roche. If that meets with your approval?
Senator Barkley. How many counties did you say in the whole

country are equipped with this rural-health organization?
Miss Roche. Only 75 counties and 102 cities, or 21 percent, have

thus far developed a personnel and service which can be rated even
as a satisfactory minimum.

Senator Barkley. What was the reference you made to some 600?
Miss Roche. There are less than 600 counties who have full-time

health service, out of a total number of counties of about 3,000. I

think the exact number is 528.

Senator Barkley. Seventy-one of those I will say are in Kentucky.
Miss Roche. You have a good set-up in Kentucky.
The Chairman. Thank you very much.

TITLE VIII. APPROPRIATIONS FOR PUBLIC HEALTH

Sec. 801. There is hereby appropriated, from funds in the Treasury not
otherwise appropriated, the sum of $10,000,000 for the fiscal year ending June
30, 1936, and there is hereby authorized to be appropriated for each fiscal year
thereafter the sum of $10,000,000 to be allocated to the Bureau of the Public
Health Service to be expended as hereinafter provided.

LOCAL PUBLIC HEALTH SERVICES

Sec. 802. From the amounts appropriated under this title, the Bureau of the
Public Health Service shall annually allot $8,000,000 to the several States, the
District of Columbia, Alaska, Hawaii and Puerto Rico, in amounts determined
on the basis of the need of each State for such assistance, for the purpose of

developing State health services including the training of personnel for State
and local health work and for the purpose of assisting counties, health districts,

and/or other political subdivision of the States in maintaining adequate public
health programs. Payment of any allotment, or installment thereof, shall be
made only after the Secretary of the Treasury has made a finding of fact that there
is need to make such money available in sucli State, and has notified the Treasurer
of the United States to pay such allotment or installment, and the amount thereof.

Any money appropriated for the purposes of this section but not expended during
the fiscal year shall be available for payment of allotments of the States in the
next fiscal year.

BUREAU OF THE PUBLIC HEALTH SERVICE

Sec. 803. (a) From the amounts appropriated under this title, $2,000,000
shall annually be available to the Bureau of the Public Health Service, for tlie

further investigation of disease and problems of sanitation, and related matters.
Out of the amounts made available in this section the Bureau of the Public
Health Service is authorized to pay the salaries and allowances of such additional
regular commissioned officers, to employ such experts, assistants, clerks, and
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other persons in the District of Cohnnhia and elsewliere, to he taken from tlie

eligible lists of tlie Civil Service Commission, and to purchase sucli supplies,

material, etpiipment, office fixtures, and apparatus, and to incur such travel and
other expiMises, including printing and binding, as it may deem necessary for

carrying out the purposes of this title: l^rovidcd, That personnel of the Public
Health Service i)aid from other appropriations may be detailed for carrying out
the purposes of this title and when so detailed their salaries and allowances may
be reimbursed out of the amounts made available in this section to the appropria-
tion or appropriations from which paid.

(b) The Secretary of the Treasury shall nmke all rules and regulations necessary
to carry out the purposes of this title.

ACTION OK THE COMPTROLLER CENEU.'VL

Sec. 804. The Comptroller General is authorized and directed to allow credit
in the accounts of the Treasurer of tlie I'nited States for payment of allotments
in the amounts notified him by the Secretary of the Treasury.

The following supplemental statements, etc., were submitted by
Secretary Roche:

The Need for Feder.\l Aid to States, Counties, and Cities

It should not be assumed that the Federal Government, in allotting $8,000,000
a year to aid the States in the development and maintenance of adequate State
and local liealth service, would be taking over in large part the maintenance of
healtli service for the country as a whole. The financial l)urdeii of maintaining,
such service would still rest largely upon State and local government. In local
communities where even reasonably adecjuate health service is now being maiji-
tained, the cost of such service is not less than $1 per capita ]jer year. IVIany of
the leading authorities on public health in the United States today believe that
$2 per capita would come nearer to meeting the actual need for adequate health
service. It will be readily .seen, therefore, that the total cost of providing even
reasonably adequate health service for every individual in the country will be,
when such service is j)rovided, not less than $120,000,000 a year. While such a
sum may seem surprisingly large in the aggregate, it is i;ecause we have not been
accustomed to considering ttie cost of liealth protection for the Nation as a
whole and have not given the functions of State and local health organizations
the place of importance in governmental activity which they deserved. Reducing
the total amount required to per ca])ita cost per year, we find that the amount
considered necessary for each individual is small in comparison witli other per
capita expenditures which must be made for food, shelter, clothing, medical care,
education, and the like. Obviously, a contribution of $8,000,000 a year from the
Federal Government toward the cost of health service for the country as a whole
will be but a small part of the total. It is likewise obvious that the responsibility
for financing health work still will rest largely upon State and local authorities.

In spite of the amazing progress made within recent years in the develo{)ment
of better metiiods for the prevention of sickness and death, the ravages of di-
seases that could be controlled have continueil to go on among our people in
many sections of the country, for the reason that we have lagged behind lament-
ably in getting to a large proportion of our population, especially in the rural
areas, tlie benefits of discoveries in disease prevention given to us by our research
workers.
The first full-time county health unit in the United States was established as

long ago as 1911. The soundness of the whole-time county or district health
unit plan has been repeatedly demonstrated in many of the States. And yet,

although*23 years have elapsed since the first full-time county health unit was
e.stablished in tliis country, there are only 550 counties with full-time health
service in the United States today. Approximately 2,000 rural counties, con-
taining more than 75 percent of our total rural population, are without any
health service worthy of the name. There are two important causes for the
existence of this situation.

1. Many counties are too poor to provifle adequate health service without aid
from .some outside .source.

2. It is difficult to convince local governing authorities of the need for appro-
pri.'itions for health work until the actual prevention of sickness and deaths
through public health activities can be conclusively demonstrated to tliein.
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Little need be said with respect to the need for outside assistance to certain
counties too poor to meet the entire cost of pubUc-health service. In many of
our States there are counties in which the taxable wealth or other source of
revenue is so small that adequate local appropriations cannot be made for a health
department witlioiit making the allotment for health out of all reasonable pro-
portion to expenditures for other necessary functions of government. One of
the purposes of the proposed $8,000,000 appropriation is to aid State health
departments in giving assistance to the counties in this group, to the end that
the people in these communities may enjoy the benefits of health protection to
which tiiey are—certainl}- from a humane standpoint—entitled as citizens of this

country.
With regard to the need for outside aid for demonstration purposes, it is well

known to all national and State agencies who have endeavored to promote the
expansion of full-time health service in the past that it is almost impossible to
induce local boards of county commissioners to make the initial appropriation
for the establishment of a new full-time county health unit unless financial aid
can l)e offered from an outside source. The reason is not hard to understand;
health work, to a large extent, does not deal with material things. It has for its

objective the prevention of things that might happen in the future. The wisdon
of expending public funds for school buildings and roads and for maintenance of

our schools is apparent to anyone, because we see and use the buildings and roads
and know that our children use the schools. Except to statisticians, who are
ti'ained to use death rates and other "measuring sticks" for demonstrating the
effectiveness of health work, the anticipated results of such work are often not
tangible. It is difficult therefore to persuade local appropriating bodies to pro-
vide funds to support an activity the result of which cannot be readily demon-
strated in advance of the expenditure.
The situation in many of our smaller cities, and in some of the larger ones, is

almost as bad as that existing in a large part of our rural area. There are numer-
ous urban communities throughout the country in which such health activities as

are being carried on today are under the direction of part-time physicians engaged
in private practice, or lay health officers, neither with training in modern public
health administrative practice. In some of these communities such health pro-
tection as had been afforded has been largely incidental to improvements instituted

for economic and esthetic reasons, or to ready access of the population to good
medical care, rather than a credit to activity of the health department. In many
of our cities the chief health department activity still consists largely in the inspec-

tion of private premises for nuisances having little bearing on public health and an
attempt to control coinmunicable diseases through quarantine procedure

—

admitted by leading health workers, in this day of scientific control methods, to be
of little avail in reducing the incidence of communicable diseases. More specifi-

cally it may be pointed out that many of the milk supplies for urban communities
are still far from being as they should be, and that the unsightly, open-back,
insanitary privy stiU exists in the outlying sections of most of our small cities,

with the result that typhoid fever is rapidly becoming more prevalent in towns and
small cities than in the rural areas.

Nor is the need for Federal aid confined to rural and urban health organiza-
tions. Not more than half of the State health departments are adequately
staffed or satisfactorily equipped to render the service which they alone can give
regardless of the extent to which local facilities may be developed. Specific

reference is made to divisions of vital statistics, laboratories, and sanitary engi-

neering service for the supervision of local water supplies, sewage disposal, and
other environmental sanitation activities. At least a third of the States are not
now able to promote the establishment of full-time local health departments or
to give proper supervision to local health work because of the lack of properly
trained scientific personnel, capable of performing such duty, on the State health
department staff.

Before any worth while progress can be made in the extension of full-time local

health service, there must be created in each State a reserve of trained health
officers, public health nurses, sanitary engineers, and inspectors to fill the posi-

tions which will be established in the new units.

PREVENTABLE ILLNESS AND MORTALITT IN THE UNITED STATES

While it is true that the general death rate and the rates for tuberculosis and
infant mortality for the country as a whole declined to the lowest figures on
record in 1933, we should not be misled by this fact into the belief that further
safeguards of the Nation's health are unnecessary. These death rates do not tell



ECONOMIC SECUl^TTY ACT 383

the'whole truth. As Dr. Edgar Sydcnstricker,' one of the leading public health
statisticians in the United States, recently said:

"The plain fact must he faced that notwith.standing great advances in medicine
and puhlic health protection, the .\ni«^ric;in people are not so healthy as they have
a right to be. Millions of them are sutforiiiir from diseases and thousands annually
die from causes that are preventable through tlie use of existing scientific knowl-
edge and the apj)lication of common social sense."
Ample evidence exists to support this sweeping statement.
Approximately 120,000 infants under 1 year of age died in 1933. Although our

infant death rate has been reduced by half during the past 25 years, many of the
leading sanitarians in this country believe that mortality in the infant age group
can again be reduced by 50 percent. It is also confidently believed by some of

the leading authorities on tuberculosis that the 74,000 deaths which occurred
from this disease in 1933 could again be cut in half; and there is good reason to
assume that, with proper health protection for prospective mothers, at least

two-thirds of the 13,000 mothers who die each year in childl)irth could be saved.
Examination of the following table, compiled from mortality figures of the

United States Bureau of the Census, shows that, in spite of the low general death
rate, a total of 246,272 deaths occurred in the United States, in 1933, from causes
that may be classed as preventable.

Number of deaths in the IJnited States, preventable diseases, 1933

Typhoid fever 4, 389
Paraty i^hoid fever 84
Typhus fever 81
Undulant fever 72
Smallpox 39
Measles 2, 813
Scarlet fever 2, 546
Whooping cough 4, 463
Diphtheria 4,936
Influenza 33, 193
D vsenterv 2, 814
Erysipelas 2,017
Acute poliomyelitis, acute polioencephalitis 797
Epidemic encephalitis 1, 357
Epidemic cerebrospinal meningitis 1, 482
Anth rax 11

Rabies 65
Tetanus 1, 253
Tuberculosis of the respiratory system 67, 417
Other forms of tuberculosis 7, 419
Leprosv 27
SN-philis 11, 039
Gonococcus infection and other venereal diseases 998
Purulent infection, septicemia (nonpuerperal) 931
Malaria 4, 678
Other diseases due to protozoal parasites 61
Anc vlostomaisis 20
Scurvy 28
Beriberi 1

Pellagra 3, 955
Rickets 339
Pneumonia, all forms 86, 947

Total 246,272

Typhoid fever and diphtheria, both now regarded as diseases easily prevented
when known control measures can be applied, each took toll of more than 4,000
lives. Measles and whooping cough, often regarded by the uninformed as simple
and relativelv harmless diseases of childhood, killed respectivelv 2,800 and 4,400
in 1933.

1 Ilealth in the Xew Deal. Edgar Sydenstricker, the Annals of the American Academy of Political and
Social Science, November 1934.
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So far as the puUic was coneemed, tiiese appalling unneeessarr losses of life
•went unnoticed, because of the lack of spectacular circumstances attending
thdr occurrence; yet, had aJmilar loGses occurred in a series of single disasters,
such as an earthquake or the sinking of an oce&n liner, the Nation would have
been shocked and our newspt^iers would hare carried front-ptage headlines for days.
Nor do deaths alone tell the whole story. It is estimated that for each death

from typhoid fever there are 10 cases; for each death from diphtheria, 12 cases.
Althou^ accurate figures are not available with respect to cases of preventable
diseases for the country as a whole (for the reason that reporting oi cases is not
complete where satisfactory health otganizations do not exist), it is believed that
a conservative estimate will place the number <rf eases of typhoid fever at 43,000
and <rf diphtheria at 58,800, in the United States in 1933.

"

A recent survey by the Public Health Service showed by actual blood test of
only 200.000 people in 11 Southern States a total of 14.000 kiiown cases of malaria.
This survey was made during the winter when malaria is leaft active, and included
only school children. It is estimated that in the whole population in the malarious
section ot the South, there are. every year, at the height <A the malaria season.
probably 6,730.000 cases oi malaria.
Coming to the ven«eal diseases, we fi^nd that 750.000 cases of syphilis seek

treatment annually in the United States. Unfortunately, however, largely on
account of ignorance of the nature of the disease or of the high cost of treatiQent
and the lack of facilities for treatment at a cost that can be borne by the patient.
more than half of these cases do not obtain treatment during the first 2 years of
their infection. This 2-year period is the interval of gre&ti^t communicability
and is of vast importance in the cont3t>l of syphilis. Adequate Ib^eatment during
tliis time will not only prevent the spread of this disease but also make possible
fke cure of the individual. For this reason it is (rf the utmost importance that
adequate treatment facilities be made available fcM* all indigent and borderline
economic cases in both rural and urban districts of the United States.
The same factors in connection with the control of gonorrhea exist as in the

case of syphilis control. About 679,000 new cases <rf gonorrhea annually seek
treatment in this country.

This number does not give a true picture of the actual number <tf gonorrheal
infections usually because many more patients with gonorrhea than with syphilis
do not seek treatment. While the late and c-rippling manifestations of the
gonorrheal process are not as marked as in the case <rf syphilis, the vast prevalence
of gonorrh^ makes the disease one <rf primary importance.

ECOKOiaC LOSS FSOII PR£T£NTABLE ILLNESS

As has been pointed out, nearly 250,000 of the 1,342.073 deaths that occurred
in 1933 were from preventable causes. These deaths alone represented a money
loss in human life value conservatively estimated at S73&.7 16.000. This does
not take into account the enormous amount of preventable disabling iUness that
did not show in the mortality figrares. More than 43.000 cases of tvphoid fever
alone caused an estimated loss of SS.600.000 for medical care. Nearly 60.000
cases <rf diphtheria caused a loss of §2,961,000. These two diseases are now
regarded as almost entirely preventable if known methods of prevention could
be universally applied.
The figures presented above do not take into account the enormous annual loss

in man power and wages and the cost of drugs for self-medication caused by
preventable disabling illness.

There recently was brought to the attention of the Medical Director of the
Federal Emergency Relief Administration an instance in which S7S4 was paid by
a local relief administrator for medical and nursing care for two severe cases of
typhoid fever in two relief beneficiaries who could not be placed in a hospital.

Considering the severity of the cases, the amount paid for this service was not
considered unreasonable. And yet the expense to the Government for this

medical care might have been avoided through inmiunization ol these two indi-

Tidoals at a cost of not to exceed S2 each, including overhead, if health service

had been available to them.

X£ED FOB PERMaXEXT APPROPRIATIOX FOR FEDERAL AID

One of the chi^ obstacles to extension of county health woi^ in the United
States has been the uncertainty of Federal aid in the past. The comparatively
small amounts available to the Public Health Service, up to this time^ in ite

r^ularappropriations for rural health work have served only to assist with demon-
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strations in a limited number of eouiities. Even wlien larger amounts have been
made available to meet emerpeiioies siich as existed following the Mississippi

flood and the drought of 1930, little permanent good resulted because many of the
health organizations created through the use of these funds collapsed when the
emergency appropriations were exhausted. The State health oflieers hesitate to
attempt the extension of services dependent upon Federal aid when they caiuiot

be assured that such aid will not be withdrawn at any time. To go forward with
expansion of full-time health service on a broad scale, there must l)e some assur-
ance, such as this measure will give, of contiiuiity of i)rogram. Only when this

assurance is given will it be possible for the State health authorities to plan a sound
program for further development and to obtain funds from their own legislatures

for the extension of local health work.

Results of Health Work in the Past

There can be no doubt that the knowledge of scientific preventive methods
in our possession today, if universally applied, would enable us to go far toward
eliminating much of the unnece'^sary economic loss now chargeable to preventable
diseases in this coiuitry. That intensive api)lication of known scientific measures
for communicable-disease control can completely eradicate certain diseases has
been demonstrated repeatedly. The complete banishment of yellow fever from
the United States, Cuba, and Panama afforded an excellent example. Bubonic
plague was completely stamped out in San Francisco some years ago through
the intensive application of rat control. Many other examples could be cited.

Even in face of the lack of adequate health service in much of our rural area
and in many of our cities, remarkable progress has been made in the reduction
of deaths from communicable diseases in the United States during the past half
century. Fifty years ago infectious diseases prevailed to such an extent and
were accompanied by such a high case fatality rate that fifteen-sixteenths of all

deaths were chargeable to this group. Today, as a result of only a partial appli-
cation of known scientific methods, deaths from communicable diseases have
dropped to less than 50 percent of the total.

As has already been pointed out, the infant mortality rate in this country has
been cut in half during the past 25 years, and leading authorities on public
health confidently believe that it could be reduced by another 50 percent. The
intensive treatment of syphilis cases in England has brought about a remarkable
reduction in the prevalence of this disease in recent years in that country.
Numerous instances could be cited where intensive health work carried on by

county health organizations has reduced sickness and mortality rates. A few
examples will serve to illustrate what can be done when adequate health service
is provided:

In Williamson County, Tenn., the health department conclusively demon-
strated between 1927 and 1932 that maternal deaths could be greatly reduced
in number when prenatal cases came under supervision of the department. With
only 10.8 percent of mothers under supervision in 1927, the maternal mortality
rate (deaths per 1,000 births) was 7.4, whereas in 1932, with 74.1 percent of
mothers under supervision, the rate was 2.2 ])er 1,000 births.

In Sunflower County, Miss., through the operation of prenatal clinics for ex-
pectant mothers by the health department, the white maternal death rate was
reduced from 7.4 to 0. and the colored from 16.9 to 8.4 between 1928 and 1931.

In the spring of 1911 an officer of the Public Health Service was detailed, at
the request of the local government authorities and the State health department,
to make a study of typhoid fever in the city of North Yakin)a, and the county
of Yakima, in the State of Washington. The chamber of commerce of the city

and county promised in advance to give active support to the measure which
would be recommended for the control of the disease. The studies were made
in cooperation with representatives of the State health department and the local

part-time health agencies. The high rate of prevalence of typhoid fever with
an annual death rate of about 200 |)er 100,000 population (over five times that
for the United States as a whole) in Yakima City and County during the .several

previous years was obviously due to local insanitary conditions, the operation of

which was augmented by climatic, irrigation, and soil factors.

\ campaign of county-wide sanitation was inaugurated and carried out along
lines in some respects comparable to tho.se of a i)olitical campaign. The citizens

generally became enthusiastically interested and in remarkable proportion apjilied

at their homes the sanitary measures recommended. The home improvements,
along with the mass sanitary measures carried out in North Yakima and in the
towns and villages in the course of a few weeks, effected, in Yakima County as
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a whole, a radical change. As the sanitary improvements proceeded, the typhoid
fever incidence in the county, instead of rapidly increasing as usual in the early
summer, markedly diminished. With a view to having the sanitary program
continued, an effort was made, through organization of the aroused public senti-
ment for sanitation, to bring about the establishment of a permanent health-
service unit for the county and city. By formal action of the county commis-
sioners and the city council a full-time county health department for Yakima
County was established and began operating as such on July 1, 1911. At the
head of the unit was a physician trained in sanitary science, engaged under con-
tract to serve in his official capacity on a whole-time basis. His assistants con-
sisted of health nurses, sanitary inspectors, a bacteriologist, and an office clerk,
each of whom also was engaged to serve on a whole-time basis. The whole-time
health unit in Yakima County has continued in operation without interruption
since its original establishment.
The Yakima County health department force continued the program of sanita-

tion begun in the early summer of 1911 and performed other activities making
for a well-rounded comprehensive program of county-city health work. In
North Yakima, with a population of 14,082 in 1910 and of about 18,700 in 1914,
the number of deaths from typhoid fever reported in the period of 7 years, includ-
ing the year of the campaign (1911), was as follows:

In 1908, 25; in 1909, 20; in 1910, 30; in 1911, 6; in 1912, 4; in 1913, 3; in 1914, 2.

Of the deaths in 1911, 1912, 1913, and 1914, 2, 4, 3, and 2, respectively, were of
persons who had contracted the disease elsewhere and who were brought to the
city for treatment. Thus, in the period of 3 years following the sanitary cam-
paign and the establishment of the county health department, not a death from
typhoid fever of local origin was reported in that city. In the county, outside
North Yakima, deaths from typhoid fever were reported as follows: In 1910, 25;
in 1911, 11; in 1912, 3; in 1913, none. Besides the notable reduction in typhoid
fever, there was considerable reduction in the death rates from other preventable
diseases. In the country as a whole the annual number of deaths from all causes
averaged for the 3 years 1912-14 over 100 less than the number in 1910.

Sec. 803 (a), which makes $2,000,000 annually available to the Pubhc Health
Service has three main factors involved:

(1) The employment of personnel necessary to maintain supervision and
guidance over the expenditure of funds annually allotted to the States in section
802, and in such manner to render assistance to them in the continuous and steady
development of State and local health services.

(2) The employment of professional, technical, and other personnel necessary
to conduct the investigational work of the Public Health Service.

(3) The extension and broadening of the investigative work of the Service in
relation to investigations of diseases, sanitation, and matters related thereto.

In connection with the administration of the funds provided for aid to States
and research activities to be carried on by the Public Health Service, it will be
necessary to have additional medical and sanitary engineer officers. The num-
ber of officers already in the Public Health Service who have the required train-
ing in public-health work and research methods will be entirely inadequate to
meet the immediate demand for personnel of this type. The Public Health
Service, therefore, must plan to secure from outside sources the highly specialized,
thoroughly trained medical and engineer officers of ability that will be needed.
It will be impossible to attract this type of personnel to the Service unless they
can be offered either larger salaries than they are now receiving or other induce-
ments. The advantages of a career in the Public Health Service in a commis-
sioned status will, it is believed, attract at much lower entrance salaries, many
individuals who otherwise would not be interested. This would enable the
Public Health Service at once to secure the desired personnel at much less cost
to the Government, probably as much as one-third less. Officers commissioned
in the Service now would not for several j-ears receive salaries equaling those
now being paid to individuals of comparable ability in many State and local
health departments. The technical and clerical personnel added to the Service
under the authority of this section would be from the civil service eligible lists.

The major portion of the investigative work arises from three general sources:

(1) From problems which are interstate in character and which are brought to
the Service by State health officials, through the cooperative work of the Service
with the States.

(2) From problems which arise within the Service as a result of the responsi-
bilities placed upon it by law, as for example, the development of biologic stand-
ards in connection with the control of biologies.
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(3) From problems which the trends of jiviblic health indicate will be of national
or international importance in both the fields of environmental sanitation and the
control of disease.

It is evident therefore that to a large extent this investigative work of the
Public Health Service is noncompetitive with the research work of universities or
States.

It should be clearly understood that the additional funds which are appropriated
under this section do not mean so much the development of new fields of investi-
gational work in the Pulilic Health Service as thev do to allow a more inuuediate
and broader study in the fields of work whicli the i^ervice is at j^resent carrying on
and where problems of the greatest national importance have had to be refused
or delayed because of the lack of necc-^sary funds.

It would seem a corollary that the full benefits of the funds allotted to the
.several States for the promotion of public health cannot be achieved if the public-
health problems with which these States and local subdivisions have to deal are
not studied coincidentally and the information given to the health authorities of

the States.
The public-health problems which are in need of immediate investigation fall

in every field of the public-health work of the Service, but they may be illustrated

by presenting a few of the more important.
The Public Health Service has been engaged in the study of stream pollution

and sewage disposal for the past 20 years. Practically the whole urban popula-
tion of the great middle western and southern parts of the United States are
dependent upon the rivers of this country for their drinking water supply, and
in*addition they have used these rivers for the disposal of their sewage. This
increasing pollution and, in addition, the dumping of the industrial wastes into
these streams have made it imperative for the Service to investigate the biological
facts in connection with stream purification and the necessary control of the
situation through adequate sewage and waste disposal. It may be safely said
that the fundamental biological principles of sewage disposal are still unknown.
The Federal Government, States, and cities are contemplating the expenditure
of billions of dollars for sewage-disposal plants, the principles of operation of
which have not yet been determined.

In this same connection, during the drought several years ago the States of
West Virginia, Ohio, Kentucky, Indiana, and Illinois were afflicted by a serious
epidemic of diarrhea and dysentery which a cursory investigation made by the
Public Health Service showed was probably of a toxic and not a bacteriological
origin due to heavy pollution in streams abnormally low in water.

In addition the city of Louisville and others were unable to obtain filtered water
free of objectionable tastes and odors. It is a serious thing when the water
supply of a great city becomes objectionable to its people.

Another problem of importance and one which demands immediate attention
is that of mottled enamel, a disfiguring condition of the teeth caused probably
by excessive amounts of fluorine in the water supply. This disease which causes
a stain of the teeth from a light yellow to a dark brown and which lasts for life

develops in children born in areas of the country where the amount of fluorine in

the drinking water is excessive. The Public Health Service has in the past
several years made a fairly complete investigation in the States and has found
275 areas in 23 States where the condition exists. One of the most extensive
areas is in the Panhandle district of Texas in which a large percent of the chil-

dren are developing this condition. The population of this newly settled area
has increased over 100 percent in the last 10 years so that the condition is becom-
ing increasingly evident in the children who arc beginning to develop their

second teeth. The problem is not only one of public-health importance but of

the greatest economic importance for it may form a serious barrier to the further
settlement of this rich area. A study of the permissible amounts of fluorine in

drinking water and of a method to remove excessive amounts is most urgently
needed.

Malaria is still one of the most serious problems of our Southern States and
with the development of great hydroelectric programs by the Federal Govern-
ment and States further knowledge of control methods is imperative. Here
again, the disease is not only of public-health importance but also of economic
importance for each year malaria puts the wage earner out of the position as the
supporter of his famih' and makes both him and his family dependent upon
charity for their maintenance.
The extent to which malaria can and will be controlled depends almost entirely

on the studies which the Service is making of different control measures under
the different conditions found in the southern States. The secret of the success
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of any control measure depends not only on its positive results but more so on
the cost of the measure. If the cost is bej^ond the ability of the State or local
government to meet, then malaria will continue to exist indefinitely.

It is toward the development of practical and economic control measures that
the Public Health Service is working as rapidly as possible with its present limited
funds.

There is probably no field of investigation where there is need for greater de-
velopment than in industrial hygiene. Not only is every State affected but the
great majority of the 45,000,000 persons in this country engaged in gainful occu-
pations are directly or indirectly affected, as are their families.

The health hazards of industries are almost as diversified as are the number of
different industries. Here again, the cost of investigations leading to the preven-
tion of incapacitating industrial disease is extremely small compared to the
economic values accruing to both industry and the industrial worker. With its

limited funds the Public Health Service has contributed considerable aid in this

special field. Acting as an impartial fact-finding body its investigations are ac-
cepted by the general public and by both labor and industry.

Its studies of the health hazards of the dusty trades, as far as time and funds
have permitted, especially in the field of silicosis, a disease which affects workers
in many industries wherever silica is used in the industrial process, serve as one
of the principal guides for the control of the disease in this country.

Recently the study of anthraco-siiicosis made in Pennsylvania at the request of

the Governor of the State, the hard-coal industry, and the Unitea Mine Workers
forms the first complete outline of facts in relation to the development of this

disease and the necessary methods for its prevention.
Similar studies of other dusty trades have been urgently requested of the Service

but have been deferred because of limited personnel and funds.
As far as it has been possible, the Public Health Service has attempted to meet

the demands of State health authorities in the investigation of diseases which are
interstate in character or which have appeared in epidemic form. The ultimate
control of all epidemic diseases, even the more common ones such as measles,
diphtheria, and scarlet fever, can only come from continued epidemiological
investigations of such diseases and by laboratory studies of the nature of the
causative agent and the development of vaccines or serums for their prevention
and cure.

In the past several years the Service has been called to help in study of the
methods for the control of typhus fever, a disease which is endemic in most of our
seaports, but has also become epidemic in rural areas in the South, especially

Georgia, Alabama, and Texas, and which has been increasing at a rate of almost
100 percent a year.

In 1933 the epidemic of encephalitis at St. Louis resulted in an excellent coop-
erative investigation under the general direction of the Service with the State,

city, and the universities of the city of St. Louis. Besides the pertinent facts

gained in the epidemiological survey of benefit to the entire world, the virus of

this disease was for the first time successfully transferred to animals, offering

thereby an opportunity for the continued study of the disease in nonepidemic
times.

Psittacosis or parrots' disease, which caused a number of epidemics and deaths
throughout the United States, has almost completely disappeared through studies

and control methods put into force by the State of California and the Service.

The prevention of Rocky Mountain spotted fever through the use of a vaccine
discovered and perfected by an officer of the Service and produced only in the
Montana laboratory of the Service appears at the present time our only means of

combating this disease and its high fatality rate in the West.
Epidemics of infantile paralysis which occur in some State or city almost

annually have required Service cooperation since the preliminary investigation

of 1910. From field and laboratory studies in regard to this disease has come a
substantial knowledge upon which hope of control and prevention can be based.
The cooperation of the Service in these matters from a national standpoint

has made it possible to avoid unnecessary restrictions in commerce and in the
travel of people which otherwise would have occurred.
The expectancy of life in the United States has considerably increased in the

past 20 years. From our own studies, those of the Metropolitan Life Insurance
Co., and the Milbank Memorial Fund, it can be definitely stated that this is due
to the saving of lives in the younger age groups and not to any increased expect-

ancy from an adult viewpoint. As Miss Wiehl of the Milbank Memorial Fund
says, "Mortality among infants, children, and young adults has declined strik-
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inply, l)ut among ohler adults death rates have actually increased during the past
half century."
Such diseases as heart disease, whicii, according to Dr. Dublin, claim more

victims than tuberculosis and cancer combined, diabetes, and cancer, are actually
on the increase.

The Pulilic Health Service has been able to contrilnite only a little to our
knowledge of the causes and prevention of tliese diseases, due to the more imme-
diate importance of other public-health prol)lems. Their importance, however,
is recognized and if the adult of today is to look forward to any increase in his
expectancy of life it will be through an attack on these conditions.

Venereal diseases form one of our major social problems in causing disability
during the most active years of life as well as contributing substantially to the
death rate in the older age periods.

The Public Healtli Service has attacked these problems, first, in aiding States
in the development of venereal-disease clinics for the treatment of those already
infected, a measure which has lieen extensively tried out in England with an
actual reduction in infected cases in the last few years; second, in cooperative
studies with States and universities in studying the success of different ft)rms of

treatment in the cure of s>pliilis; third, the study of methods of making recently
infected cases noninfectious in order to prevent the spread of the di.sease.

The continuance and cxjjansion of such investigations form the only practical
methods of bringing these diseases under control.

Again it has been physically impossible from the standpoint of personnel and
exjjen.se to meet within a reasonable time the recjuests of State governments for
studies of their State departments of health for the piir])ose of reorganization
along eflective lines and for assistance in develoi)ing logical and efficient ordi-
nances in milk sanitation and control. The Federal Government's jiarticipation

and leadership in this field depends entirely on its investigations of pui)lic-health
procedures and their effect in the reduction of disease. The investigation of such
procedures requires the most careful and tedious study but their value to the
States IS that they form the basis of successful accomplishment in i)ublic-health
administration.
The few brief examples of the tyi)e of public-health investigations which are

carried on by the Public Health Service do not in an}- way cover the whole field of

puljlic health, nor do they give any evidence of the number of similar ])roblems of
eciual importance which are now before the Service. They do serve, howe\er, to
explain the interstate and national aspects of the investigational work of the
Public Health Service which will be accomplished with the increased funds
provided under this section.

There is appended herewith a brief history of the Division of Scientific Research
of the Public Health Service, together with a statement of its major accomplish-
ments since its inception in 1887.

HISTORY OF DEVELOPMENT

By successive laws enacted by Congress during the period 1799 to 1879, the
public-health activities of the Service at the beginning of the year 1880 were
concerned with the conduct of maritime quarantine, the taking of measures in

the case of epidemics, the making of quarantine regulations for the prevention
of the introduction of cholera, the collecting of sanitary data and publishing of
the Public Health Reports, and cooperation with State and local authorities in

the prevention of the introduction of infectious and contagious diseases.

ESTABLISHMENT OF THE HYGIENIC L.\BOR.\TORY NOW C.\LLED THE "N.\TI0N.\L
INSTITUTE OF HEALTH"

Independent studies of yellow fever and other diseases were made necessary on
account of their occurrence in epidemic form, and it became apparent that pro-
vision should be marie for conducting studies relating to the jjublic health. In
1887, therefore, the hygienic laboratory was established at the Marine Hospital,
New York, for investigations of contagious and infectious fliscases and matters
pertaining to public health. Its first director was Passed Assistant Surgeon J. J.

Kinyoun.
With the establishment of this laboratory the work of the Service in the field

of scientific research had its definite origin. Scientific studies and investigations
of yellow fever, cholera, malaria, tuberculosis, pneumonia, and the j^otency of
various gaseous disinfectants were immediately undertaken, and the officer in

charge of the laboratory was detailed to make observations and studies in foreign
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laboratories in order that he might conduct the work of the hygienic laboratory
in accordance with the best thought at the time.
A second, though temporary, laboratory was established in 1889 at the quaran-

tine station at Key West on Dry Yortugas Keys for the specific purpose of making
studies of yellow fever.

In 1891 the removal of the Bureau headquarters to the Butler Building, across
from the south end of the capitol, made possible the transfer of the liygienic
laboratory froin the Marine Hospital in New York to the upper story of the new
building. The change was deemed advisable in order that the laboratory might
be more available for service in connection with other institutions and that better
supervision in the work might be conducted.

Leprosy commission formed.—A commission for studying leprosy in the United
States was appointed in 1899.

Plague laboratory opened.—The following year witnessed the establishment of

the Federal plague laboratory at San Francisco. The latter was made necessary
by the appearance of plague on the Pacific coast in 1900, and the successful results
accomplished in fighting the disease must be attributed in part, at least, to the
work done at that laboratory.
Upon the second appearance of plague in San Francisco in 1907, the same

agency was again utilized to determine the extent of the infection, and following
the discovery that ground squirrels were infected with plague, a branch plague
laboratory was established in the region of their habitat in order to extend the
scientific investigations into this fertile but hitherto unrecognized field.

HYGIENIC LABORATORY BUILDING PROVIDED

In 1901 the work of the hygienic laboratory had increased to such proportions
that a proper building was necessary, and by an act of Congress approved March
3, 1901, an appropriation of $35,000 was made for an additional building for in-

vestigations of contagious and infectious diseases and matters pertaining to the
public health. Approximately 5 acres of land which were a part of the old naval
hospital grounds were transferred to the Treasury Department as a site for the
new building.

Passed Assistant Surgeon M. J. Rosenau, who was the director of the hygienic
laboratory, recommended that the main work of the laboratory be divided into
four large divisions: (1) Chemistry division, (2) biological division, (3) pharma-
ceutical division, and (4) pathological division, with a chief for each division.

These recommendations were put into effect by an act of Congress July 1, 1902,
provision then being made for a director of the hygienic laboratory and for placing
certain persons in charge of the divisions of chemistry, zoology, and pharmacology.

DIVISION OF SCIENTIFIC RESEARCH ORGANIZED

The organization of a Bureau division of scientific research was effected Sep-
tember 1901. By an act of Congress approved July 1, 1902, this and other divi-

sions of the Bureau received definite status in law and authorization was given
for the appointment of assistant surgeons general in charge of them.
The affairs of the hygienic laboratory, so far as they required Bureau action,

were included in this division. B.v an act approved July 1, 1902, Congress
reorganized the Marine Hospital Service into the Bureau of Public Health
Service, and the following sections of this act have a direct bearing on the devel-
opments of the division:

"Sec. 5. That there shall be an Advisory Board for the Hygienic Laboratory
provided by the act of Congress approved March 3, 1901, for consultation with
the Surgeon General of the Public Health and Marine Hospital Service relating
to the investigations to be inaugurated and the methods of conducting the same
in said laboratory. The Board shall consist of three competent experts to be
detailed from the Army, the Navy, and Bureau of Animal Industry * * *

which experts with the Director of the said laboratory shall be ex officio members
of the Board and serve without additional compensation. Five other members
of said Board shall be appointed by the Surgeon General of the Public Health
and Marine Hospital Service with the approval of the Secretary of the Treasury
who sliall be skilled in laboratory work in its relation to the public health, and not
in regular employment of the Government * * *_

"Sec. 6. That there shall be appointed by the Surgeon General with the ap-
proval of the Secretary of the Treasury, whenever in the opinion of the Surgeon
General commissioned medical officers of the Public Health and Marine Hospital
Service are not available for this duty by detail, competent persons to take charge
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of the divisions, respectively, of cluMui.^f ry, zoology, anil pharmacology of the
Hygienic Laboratory * * *."

CONTROL OF BIOLOGIC PKOUUCTS AUTUOHIZKD

In addition to the above, another act of Congress was approved July 1, 1002,
entitknl "An act to reguluto tlie sale of viruses, serums, toxins and analogous
products in the District of Columbia, to regulate interstate trallic in said articles,

and for otlier j)urposes." This act and tiie regulations drawn up in accordance
with it, required that establishments manufacturing biologic products be insj)ectcd

by a medical othcer of the Service and upon his report, when acted upon by the
sanitary board of the Service, is based the decision whether establishments shall

be granted licenses for the manufacture of these products.
Research division of the cuntiecling link.—The Division of Scientific Research

of the Public Health Service thus became in 1902 the connecting link between
the administrative office and the several scientific laboratories.

Leprosy investigations established.—The work of the division was continued
along similar lines with some enlargement of the laboratories until 1905 when,
as a result of the studies of leprosy conducted by the Commission of 1899, pro-
vision was made by Congress March 3, 1905, for an investigation station in Hawaii
which should be devoted to studies of leprosy and the care of lepers in the island.

CHARACTER AND GROWTH OF SCIENTIFIC WORK

By the end of the fiscal year 1906 the activities of tlie Service had resulted in

a gradual but steady increase in the work of the Scientific Research Division,
The necessity for scientific investigations which involved far more than purely

laboratory work frequently arose and it became one of the duties of the Division
of Scientific Research to designate its officers who could conduct such work to
the best advantage, even though they were not at the time on duty at the labora-
tory, and to supplement such investigations by the technical skill of men in one
or other of the laboratory divisions.

In the work of the division up to the year 1912 there was a steady growth
which included participation in the work of the Puerto Rico Anemia Commission,
investigations of Rocky Mountain spotted fever, the operation of the Yellow
Fever Institute, studies of the phenomena of anaphylaxis, special studies of milk
in relation to public health, and the standard unit for tetanus antitoxin which
has been devised came into general use. In 1908 studies of pellagra were under-
taken and antirabic treatments were made available for shipment to State boards
of health. In 1909 studies of Mexican typhus fever were undertaken and its

transmission by body lice proven. Studies of health problems in rural districts

were begun. In 1910 sanitary surveys of the pollution of navigable waters were
begun and in 1912 investigations of trachoma among the Indians and eastern
mountaineers were made and systematic preventive measures among the latter
were advised.

FIELD INVESTIGATIONS AUTHORIZED

It had long been recognized that there was need of additional authority to
undertake systematic field investigations of scientific and practical public health
problems, and by an act of Congress approved August 14, 1912, the name of the
service was changed from the Public Health and Marine Hospital Service to the
Public Health Service, and its powers were broadened as follows:

"The Public Health Service may study and investigate the diseases of man
and conditions influencing the propagation and spread thereof, including sanita-
tion and sewage and the pollution either directly or indirectly of the navigable
streams and lakes of the United States, and it may from time to time issue infor-
mation in the form of publications for the use of the public."
The enactment of this law marked the beginning of a new epoch in the develop-

ment of public-health work by the Government.
Organization of field work.—The organization of the work of the Division of

Scientific Research may be conveniently flivided into two general fields, laboratory
stations and field offices, although the work of the two are so interrelated that
no arbitrary boundary can be set.

LABORATORY STUDIES

Four laboratory stations arc operated by the Division: The National Institute
of Health (formerly the hygienic laboratorv), Washington, D. C; the stream
pollution laboratory, Cincinnati, Ohio; the iRocky Mountain spotted fever lab-
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oratory, Hamilton, Mont.; the cancer investigations laboratory, Harvard Medical
School, Boston, Mass.

The National Institute of Health.—The developments of the National Institute
of Health (formerly the hygienic laboratory) have already been referred to. By
the act of October 30, 1918, Congress authorized the second building at a limited
cost of $250,000, and again on May 26, 1930, under the so-called "Ransdell bill,"

Congress changed the name of the hygienic laboratory to that of the National
Institute of Health, and authorized the construction and equipment of additional
buildings in the amount of $750,000. This act also authorized the Secretary of

the Treasury to accept on behalf of the United States gifts made for the study,
investigation, and research into the fundamental problems of diseases of man and
matters pertaining thereto and for the acquisition of grounds or for erection,
equipment, and maintenance of buildings, and the Surgeon General with the
a,pproval of the Secretarv of the Treasury was authorized to establish and main-
tain fellowships in the National Institute of Health from funds donated for this

purpose. It also granted authority for scientists who were selected and appointed
as fellows to prosecute their investigations in other localities and institutions
than the National Institute of Health and in this and other countries during
their term as fellows, and provided that facilities of the Institute could be made
available to bona fide health authorities of States, counties, or municipalities for

purposes of instruction and investigation.

A previous act in the same year, namely, April 9, 1930, authorized the Surgeon
General of the Public Health Service to detail personnel of the Public Health
Service to educational and research institutions for special studies of scientific

problems relating to public health and extended the facilities of the Public Health
Service to health officials and scientists engaged in special studies. In addition,
the Secretary of the Treasury was authorized to establish additional divisions in

the National Institute of Health as he might deem necessary to provide agencies
for the solution of public health problems, and facilities therein for the coordination
of research by public health officials and other scientists and for demonstrations
of sanitary methods and appliances.

In 1934 the Secretary of the Treasury allotted $100,000 for an experimental
station for the breeding and rearing of pure strains of animals used by the Na-
tional Institute of Health in connection with the control of biologies. Ninety
acres of ground have been offered by a private citizen of Bethesda, Md., as a gift

to the Secretary of the Treasury for the National Institute of Health for this

purpose.
Stream -pollution laboratory.—In 1913 under the direction of Surg. W. H. Frost,

the old Marine Hospital at Cincinnati, Ohio, was put into condition and began
operations as a laboratory for studies in stream pollution and sewage disposal.

Rocky Mountain spotted fever laboratory.-—^The studies of Rocky Mountain
spotted fever which began early in the present century were finally concentrated
at the field laboratory of the State of Montana at Hamilton. Under an act of

Congress, February 27, 1931, the Secretary of the Treasury was authorized to
purchase this laboratory and to erect a second laboratory at a limited cost of

$75,000 each. Since that time funds have been secured from the Public Works
Administration in the amount of approximately $180,000 for the erection of
animal buildmgs and quarters.

Cancer investigations laboratory.—This laboratory was established in 1922,
occupying space in the section of preventive medicine and hygiene at Harvard
Medical School, Boston, Mass. Through the courtesy of that institution this

laboratory has been developed and maintained smce that time.

FIELD INVESTIGATIONS

The field investigation offices of the Public Health Service are developed and
maintained in accordance with the necessity arising in their particular fields of
work. These offices are not permanent institutions but their work may be
enlarged or terminated or additional offices may be established as the demand of

research work of the PuVjUc Health Service indicates. At the present time these
field offices consist of heart disease investigations (in cooperation with the Na-
tional Institute of Health and the University of Pennsylvania); leprosy investi-

gations; malaria investigations; nutritional disease investigations; plague investi-

gations; Rocky Mountain spotted fever investigations; child hygiene investiga-
tions; milk investigations; Public Health methods investigations; statistical in-

vestigations; industrial hygiene and sanitation investigations; amebic dysentery
investigations; encephalitis investigations, and poliomyelitis investigations.
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Achievements of the Ditision of Scientific Research in the Fields op
Medical and Public Health Sciences

It is not believed desirable to set down the many contributions of the Division
of Scientific Research of the Piil)lic Health Service in the fields of medical and
public-health sciences. There are, therefore, tabulated below only the outstanding
achievements of the laboratories and field offices of the division.

laboratories
National Institute of Health:

Control of biological products for human use. Six official standards devised
and promulsated as follows: Diphtheria antitoxin, scarlet fever strepto-
coccus antitoxin, tetanus antitoxin, botulinus antitoxin, perfringens anti-
toxin, and gas gangrene antitoxin (Vibrion septique). In addition, prepa-
ration and distribution to commercial laboratories of technic for 12 official

tests. Thirty-nine domestic and 10 foreign establshments holding licenses

as of December 1934.

Prevalence and geographic distribution of hookworm disease in the United
States. 1903. Stiles.

Rocky Mountain spotted fever. Identification of the carrier tick; Anderson,
1903. Zoological investigation into the cause, transmission, and source;
Stiles, 1905. Preparation of a prophylactic vaccine; Spencer, 1924.
Identification of the disease in the eastern part of the United States;
Badger, Dyer, and Rumroich, 1931 (Rocky Mountain spotted fever labora-
tory and Isational Institute of Health).

Anaphvlaxis (simultaneously with R. Otto, Vienna); Rosenau and Anderson,
1906.

Origin and prevalence of typhoid fever in the District of Columbia. Facts
developed in these investigations contributed largely to the 10 years'
campaign for general sanitation waged by the service and State health
departments; Rosenau, Lumsden, Kastle, Goldberger, Stimson, Stiles,

1907-10.
Milk and its relation to the public health; various workers, 1908.
Observations on administration of thyroid substance developed a biological
method for standardization of thyroid hormone; Hunt and Seidell, 1909.

Fundamental investigations of oxidases; Kastle, 1909.
Chemical tests for blood; Kastle, 1909.
Studies of synthetic cholin derivatives opening up a wide field of physiological

research; Hunt and Taveau, 1909-10.
Tularemia; plaguelike organism identified; McCoy and Chapin, 1909.

Etiology; Francis, 1919-21. Geographic distribution and visibility of
organism; Francis; subsequent to original studies.

Facts and problem of rabies; Stimson, 1910.
Infections period of measles; Anderson and Goldberger, 1911.
Typhus; relation of Brill's disease to typhus; Anderson and Goldberger, 1912.

Experimental transmission of endemic typhus by rat flea; Dyer, Ceder,
Rumreich, and Badger, 1931.

Method of standardizing disinfectants; Anderson and McClintic, 1912.
Pellagra; Goldberger, Wheeler, Waring, and Willets, 1915.
Studies on reconstructed milk; Phelps, Stevenson and Shoub, 1919.
Trinitrotoluene poisoning; Voegtlin, Hooper, Elvove, Livingston, and Johnson,

1920.
Studies of oxidation reduction phenomena with special reference to its bio-

logical significance; Clark, Elvove, Gibbs, Cohen, and Sullivan, 1920-27.
Development of a specific test for cysteine and its utilization in biological

investigations; Sullivan. 1921-24.
Amel iasi-j; 20,000 specimens from returned soldiers examined with negligible

findings; Stiles, 1921. Chicago epidemic and uncovering of carrier
problem; McCoy, 1934 (studies still under way).

Studies on alum |)rocess ff)r clarification of water leading to practical im-
provements; Miller. 1922-25.

Iflentification of pellagra with blacktongue of dogs; Wheeler, Goldberger,
and Blac'hstock, 1922. Experimental blacktongue; Goldberger and
Wheeler, 192S.

Pollution of underground water; Stiles and Crohurst, 1923.
Botulism; studies of causative organisms; Bcngtson, 1924.
Relation of contagious abortion of cattle to undulant fever of man; Evans,

1923.
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National Institute of Health—Continued
A new vitamin, B2, found in brewers' yeast; Smith and Hendrick, 1926.
Tetraethyl lead in gasoline; Leake et al., 1926.
Encephalitis; etiology of epidemic encephalitis; Evans and Freeman, 1926.

Postvaccinal; Armstrong, 1929. Isolation of a new virus; Armstrong and
Wooley, 1934.

Tetanus following vaccination, avoidance of shields; Armstrong, 1927.
Fundamental studies of the sugars including developm.ent of improved
methods of preparing various sugars for use in bacteriology; Hudson,
Jackson, Hann, Hockett, Merrill, and Montgomery, 1928 (and still under
way)

.

Infective agent of psittacosis; Armstrong, McCoy, and Branham, 1930.
Use of convalescent blood for treatment proposed; Stimson, 1930.

Identification of adulterant causing "ginger jake" paralvsis; Smith, and
Elvove, 1930.

Prevention of fatal bichloride poisoning bv use of formaldehyde sulphoxy-
late; Rosenthal, 1933-34.

Stream Pollution Investigations:
Studies on the treatment and disposal of industrial wastes.

Treatment and disposal of strawboard wastes.
Purification of tannery wastes.
Purification of tomato canning wastes.

Studies of the pollution and natural purification of streams.
Plankton and related organisms.
Factors in the phenomena of oxidation and reaeration.

The oxygen demand of polluted waters.
Studies of the efficiency of water purification processes.

Studies of the pollution and natural purification of the Ohio River, Illinois

River, and Mississippi River.
Laboratory and experimental studies of water purification.

Hydrogen ion concentrations in relation to the formation of floe in

alum solutions.

The ortho-tolidine reagent for free chlorine in water.
Effects of modifications in coagulation-sedimentation on the bacterial

eflBciency of preliminary water treatment in connection with rapid-
sand filtration.

Prechlorination in relation to the efficiency of water filtration processes.
Influence of the plankton on the biochemical oxidation of organic matter.
Rate of disappearance of oxygen in sludge.
Dissolved oxygen in the presence of organic matter, hypochlorites and

sulphite wastes.
Nitrification in sewage mixtures.

Treatment and disposal of sewage.
Studies of the excess oxygen method for the determination of biochemical
oxygen demand of sewage and industrial wastes.

Studies of the biological processes in activated sludge.
Cancer Laboratory:

Studies of the biological action of X-rays and electro-magnetic radiation.

Cytological studies in relation to the growth of normal and malignant tissue.

Studies of the carcinogenic substances in the genesis of tumors.
Studies of the resistance and susceptibility of malignant growths.
Studies of the effect of certain bacterial products on malignant growths.

FIELD INVESTIGATIONS
Milk Investigations:

Development of the Public Health Service Milk Sanitation Code (now
adopted by over 600 municipalities).

Studies of the processes for pasteurization of milk supplies which lead to the
development of design and operation specifications for pasteurization
machinery.

Studies of Public Health Methods:
Determination of the effectiveness and economy of public health practices.

Statistical Investigations:
Studies of the principal causes of illness and the elements of population most

seriously effected.

Studies of the common cold and related respiratory diseases in inter-epidemic
Tjeriods.
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Child Hygiene Investigations:
Studies in relation to tlie growth and development of children.

Indvistrial hyfiieue investigations:
Development of survey methoils for tlie determination of industrial hazards.
Studies of the health of \vorkers in dusty trades.
Studies of specific industrial poisons:

Carbon monoxide.
Lead.
Radium (painting watch and clock dials).

Benzol.
Metliyl and ethyl bromide.
Methyl and ethyl chloride.
Ethyl benzene.
Ethylene oxide.

Ventilation studies.:

Efficiency of ventilating devices as found in actual practice.
Studies of industrial dermatitis.
Studies of abnormal temperature and humidity.
Studies of illumination.

Effects of certain sizes of windows, and ceiling heights on the distribution
of natural illumination.

Malaria investigations:
Determination that A. quadrimaculatus is the principal vector of malaria in

the United States.
Studies of malaria control through (1) drugs, (2) screening, (3) drainage,

(4) larvicides, and (5) biological methods.
Studies of laboratory propagation of mosquitoes and malaria therapy of

syphilis of the central nervous system.
Studies of convection of mosquitoes in airplanes to the United States from

other countries.
Heart disease:

Production of rheumatic heart disease in animals by means of scurvy diet
and injection of streptococcus toxin.

Nutrition: t

Studies of fluorides in relation to mottled enamel in children.

Study and determination of the pellagra-preventive foods.
Leprosy investigations:

Epidemiological considerations in the study of leprosy.
Determination of the probable mode of infection in rat leprosy.
Studies of the relationship of rat and human leprosy to the diet.

Use of the Proposed Fund for Aid to States

It is proposed that the $8,000,000 to be appropriated annually for aid to States
would be used in the following manner:

1. To strengthen service divisions of State health departments.
2. To assist in providing adequate facilities in State health departments

especially for the promotion and supervision of full-time city, county, and district

health organizations.
3. To give, through the State health departments, direct aid towards the

development and maintenance of adequate city, county, and district health
organizations.

4. To assist in developing trained personnel for positions to be established in

the extension of city, county, and district health organizations.

5. To provide, through the State health departments, aid in the purchase of

biological products and other drugs needed for individual immunization and
other preventive activities among the poor.

While it is considered unlikely that all of that part of the $8,000,000 allocated

to aid of State and local health organizations which would be used for the develop-
ment and maintenance of full-time county or district health units could be utilized

satisfactorily in the organization of such units during the first year, it is proposed
that the funds availal^le for this purpo.se could be used to great advantage tem-
porarily to aid the most needy of the 2,000 counties now without any health

service whatever in providing at least a public health nursing service until ade-

quate full-time health service under full-time specially trained medical health
oflBcers can be established.

109780—35—PT 6 6
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With respect to the basis for distribution of the $8,000,000 fund among the
several States, the bill provides that the allotments should be made according
to the demonstrated need in each State. In determining such need, it is proposed
that consideration be given to size of population, but with due regard to other
factors involved.

It is proposed that funds would be allotted to the States on the basis of budgets
showing contributions from State and local sources for each project for each year,

and that the maintenance of certain generally accepted standards of personnel
qualifications and service would be required.

The attached statement shows the organization and functions of a county or

district health unit.

In spite of the curtailment of appropriations for health work in recent years
there is at present a shortage of individuals trained for health work. The pub-
lic-health field has not heretofore attracted a surplus of trained workers, for the
reason that the slow development made opportunity for employment too un-
certain.

Should the Federal, State, and local governments joing in a movement for

rapidly extending full-time local health service throughout the country, the first

step niust be the training of a large number of workers. It would be useless

and wasteful to attempt further expansion without first creating a reservoir of

trained workers. It is believed that the Federal Government should do its

part toward the training of this personnel, and since the types of young physi-

cians and nurses usually selected for health work are not usually able to provide
support for themselves during the training period, it is considered proper that

they should, while training, receive a small stipend sufficient to meet their living

expenses. The Rockefeller Foundation, which has for some years contributed
annually to the training of selected groups of young physicians for health work,

has made a practice of allowing a living stipend to trainees.

The Organization and Functions of a County Health Unit

State Health Department:
Division of county health work (general supervision and technical advisory

service)

.

County Health Department:
County board of health (determination of policies and promulgation of regu-

lations) .

County health officer (direction of executive staff):

Public-health nurses.

Sanitary inspectors.

Milk and food inspector.

Laboratory technician.

Clerk.
activities

1. Educational: 5. Communicable disease control:

o. Health lectures. a. Visits to cases.

6. Bulletins distributed. h. Advice to mothers on preven-

c. Newspaper articles. tive measures.
d. Letters. c. Isolation of cases and quar-

e. Health exhibits. antine of contacts.

2. Sanitary inspection: 6. Immunizations:
a. Private premises. a. Antityphoid vaccinations.
h. Schools, stores, camps, etc. 6. Smallpox vaccinations.

3. Special inspections: c. Diphtheria prevention (toxin-

o. Dairies. antitoxin and toxoid).
h. Other food handling places. d. Schick tests.

4. E.xaminations: _ 7. Child hygiene:
a. Life-extension advice.

^ Prenatal-
6. Diagnostic clinics for mothers \ r^

'
• -x j j j • j

and infants. \- Cases visited and advised.

c. Food handlers. 2. Office conferences.

d. Diagnostic chest cHnics for 3. Group conferences.

tuberculosis. 4. Midwives instructed.
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ACTIVITIES—continued

7. Child hygiene—Continued.
b. Infant and preschool:

1. Babies and children ex-
amined.

2. Advisory office consulta-
tion, mothers.

3. Group conferences, moth-
ers.

4. Home visits.

f. School:
1. Children examined.
2. Home visits.

3. Defects corrected.
4. Health instruction to teach-

ers.

5. Nutritional classes.

S. Malaria control (in areas where ap-
plicable) :

a. Elimination of breeding
places of mosquitoes.

b. Advice on screening.

9 Excreta disposal:

o. Extension of sewer systems
recommended.

b. Construction of sanitary out-
side toilets.

10. Water supplies:
a. Advice to rural residents on

protection of water supplies.

h. Protection of roadside sup-
plies.

Laboratory examinations:
a. Examinations for jjhysicians,

communicable diseases.

b. Examinations for release

cases and contacts.
c. Milk and water samples.

Records:
a. Vital statistics.

b. Records of activities.

13. Cooperation with other local official

and voluntary organizations.

II

12.

of

Seattle, December 13, 1934.
Hon. Henry Morgenthau, Jr.,

Secretary of the Treasury, Washiiigton, D. C.

My Dear Mr. Morgenthau: For 7 years it was my privilege to occupy the
position of commissioner of health to the city of Seattle. During that period
Seattle established some national records and, as a result, the other cities, towns,
and counties of this State followed Seattle's health program. Many of our
counties are sparsely settled and had to receive assistance at that time from the
United States Public Health Service, also from private agencies. During our
present economic stress, this source of revenue has been discontinued and as a
result, the health work in several counties completely abandoned.
May I urge that the Treasury Department expand the program of the Public

Health Service. An expansion of the Federal P>il)lic Health program, particularly

along the lines of child welfare, will awaken the various States, counties, cities,

and towns of this Nation to a fuller realization of the value these children of today
have to national welfare tomorrow.
We are emerging from tliis national economic stress and when that day arrives,

I trust this country will not be handicapped by men and women deficient in

physical or emotional health.
Sincerelv,

E. T. Hanley, M. D.

Hon. Franklin D. Roosevelt,
The President of the United States,

Washington, D. C.

Hon. Henry Morgenthau,
Secretary of the Treasury, Washington, D. C.

Local health service most neglected need in Texas. Demand from counties for

assistance to establish this service many times exceeds funds at our disposal for

cooperative aid. Only 9 counties out of 254 now receiving benefits of county
health units. Texas near bottom of list in this service. State not now receiving

and never has received outside help commensurate with other Southern States
due to weak support given this i)rogram by State itself. Am including in next
biennial Ijudget .50 thousand per year for county health units. This if secured
will only partially meet need. Strongly urge provisions for at least like amount
from Federal sources.

John W Brown, State Health Officer.
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Vanderbilt University,
Nashville, Tenn., December 14, 1934.

Mr. Henry Morgenthau,
Secretary of the United States Treasury,

Washington, D. C.

My Dear Sir: I am very much interested in the contributions which may be
made by the Federal Government through the United States Pubhc Health
Service and Children's Bureau concerning the promotion of public health in the
United States. There is today a greater need for the extension of this valuable
work than during any preceding period in the history of this country. The pop-
ulation groups in cities face many difficulties with reference to the prevention and
control of disease and the maintenance of normal health, and in reality this

problem is even more serious in rural areas. The great expansion of this country
is such that there are large areas which are yet unprovided for in health protec-
tion. In my judgment this can only be accomplished through a cooperative ar-

rangem.ent between the Federal Government and State and local health depart-
ments. It is not wise for the Federal Government to disregard its responsibility
in the protection of public health, because this is a problem which not only con-
cerns a particular State but also it is of tremendous importance from the stand-
point of the relation of populations of the respective States. Disease has no
boundaries and it is therefore necessary that the United States Public Health
Service and State governments cooperate in working out a larger scheme of

public health and institute procedures for its maintenance. There is no escape
from this point of view as I understand the problem, and I hope that plans will

be developed which will result in the establishment of a larger scheme of public
health and its efficient administration. I am thoroughly in sympathy with the
effort which is being put forth in this respect.

Yours sincerely,

W. S. Leathers, Dean.

City of Fargo, December 10, 1934.
Mr. Henry Morgenthau,

Secretary of the Treasury, Washington, D. C.

My Dear Mr. Morgenthau: Having noted the small allotment from Federal
funds to the Public Health Service, I would urge that, if possible, this amount
be increased so that the Public Health Service may be in a position to extend an
increased amount of aid and leadership in the support of State and local health
work.
The budgets of both of these departments, particularly in the Northwest, have

been materially cut in the last few years, and the expenditure of funds in these
fields and under the supervision of the Public Health Service can be made to
bring good returns.

Very truly yours,
B. K. KiLBOURNE, M. D.,

City Health Officer.

Child Study Association of America,
New York, N. Y., December 5, 1934.

Mr. Henry Morgenthau, Jr.,

Secretary of the Treasury, Washington, D. C.

Dear Mr. Morgenthau: In the Child Study Association we are concerned
not only with the special welfare of children but all of the family relationships.
Much of the insecurity that affects their lives is due to ill health, which is dreaded
almost as much as unemployment. I am, therefore, very much interested in

the administration's program for social security, especially as it relates to health
insurance. t^
Unemployment insurance, of course, is fundamental and it does not require

very much imagination on the part of the public to realize the need for it. The
difficulties that arise from the ill health of the breadwinner in a family, or the
mother of a household, have much more subtle and devastating aspects. I am
therefore, adding my voice to those of all persons interested in the welfare of the
public, on behalf of health insurance as an integral part of the Government's
social program.

In view of what has been made possible by the remarkable advances in the
medical arts and sciences within our own lifetime, we cannot be content with
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the kind of medical help that the masses of people are able to purchase, even
though that be superior to what was available a generation ago. Since so much
better care is actually possible and foa6ii>lo under suitable organization, the
importance of an early effort to establish a comprehensive system of health
insurance cannot be too strongly urged.

Very sincerely ydurs,
SiDONiE M. Gruenberg, Director.

Henry Street Settlement, Visiting Nurse Service,
Neto York, January 5, 19S5.

Hon. Henry Morgenthau, Jr.,

Secnianj of the Treasury, Washington, D. C.

Dear Mr. Secretary: Because of the nurses of the Henry Street Visiting
Nurse Service visit approximately 2,000 families daily in New York City our
nursing committee has been made keenly aware of the health conditions in the
homes of the low income groups and in the homes of the unemployed. We are
greatly disturbed bj- the difficulties in maintaining health standards in these
homes because of the increased needs of the families and the restricted budgets
of health agencies.
We therefore earnestly urge the immediate consideration of public health

protection as an essential part of the whole economic security program.
Very truly yours,

Mary H. Swope, Corresponding Secretary.

December 7, 1934.
President Franklin D. Roosevelt,

The White House, Washington, D. C.

Dear Mr. President: From years of experience in public health in New York
State. I am in favor of a program that will round out the work of county health
departments under State leadership and guidance.

Leaving the entire responsibility to local interests, influenced by the
"depression", has not worked out. There should be some direction from the
Federal Government, and it should include some degree of Federal financial

support. We are not making use of our present scientific knowledge in the pro-
tection and control of disease, and the reason is that we have not as good local

administrative machinery as is necessary.
I am writing you this letter to assist to whatever extent it may be in informing

you of public opinion.
Yours respectfullv,

W. H. Ross.

The Bergen County Medical Society,
December 11, 1934.

The Honorable Henry Morgenthau, Jr.,

Secretary of the Treasury, Washington, D. C.

Honorable Sir: The State of New Jersey's Public Health organization leaves
the health activities principally in the hands of the nearly 500 municipalities. The
larger towns and cities give what might be termed good health service, but the
more numerous smaller municipalities' activities are far from ideal, generally
speaking. Due to these facts a movement is starting for larger health units,

namely county. This unit I well know is considered by the United States Public
Health Service as the ideal for efficiency. I also know of a great many counties
in the country having been aided by the Federal Government financially and
in personnel in setting up these units.

This movement is just being started and will be some time before it actually
develops. The legislature has as yet to pass ajjproijriate laws in this State for a
county department of health. So as to be prepared in advance, may I ask what
Federal aid could be obtained and what procedure would have to be followed to
obtain them?

Thanking you for your information, I am.
Very truly yours,

F. Edward Whitehead,
Executive Secretary.
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Pike County Health Department,.
Mississippi State Board of Health,.

McComb, Miss., December 13, 1934..
Mr. Henry Morgenthau,

Secretary of the Treasury and Member Committee on Economic Security,
Washington, D. C.

Dear Mr. Morgenthatj: I wish to take this opportunity to impress upon you*
and the Committee on Economic Security the need for more adequate considera-
tion of Federal legislation concerning State and local health work. The public-
health program has not in the past been adequate except in the very few counties
where philanthropic organizations have seen fit to lend their financial cooperation^
In our State only 25 of the 82 counties have any type of full-time public-health
service, and many of the 25 who have full-time service have such to a very in-

adequate extent. The reason this service is not extended to all counties as it

should be, is because of inadequate consideration by our Federal Government to
this most important service. May I respectfully insist that you lend your whole-
hearted support to obtaining for this service adequate financial consideration by
our Federal Government.

I wish to submit for your consideration a few of the health improvements that
have been accomphshed in Pike County, Miss., as a result of what may be con-
sidered fairly adequate health service for a county. This county receives financial
assistance from a philanthropic organization to over 50 percent of the total op-
erating expense of the health department. There are 5 nurses, 1 sanitary inspec-
tor, 1 veterinarian in charge of milk control, 2 secretaries, 1 dental hygienist, and:
1 medical director in the personnel of this department. Every county in the
United States should have a similar personnel.

This department was organized on July 1, 1931. The following facts are
respectfully submitted:

sanitation

All 64 schools in the county with adequate sanitary toilet facilities; over 1,600
sanitary toilets in homes; improvements made in all public water supplies making
them safe; and over 25 miles of ditches opened in the control of mosquito breeding.
From a survey made in this State in 1932 by the Rockefeller Foundation it

was found that approximately 30 percent of the population of Mississippi was
infested with hookworm. This department has been fighting this disease con-
stantly since 1931, and to date we have reduced this to approximateh' 4 percent
of the population infested in the county.

FOOD AND MILK CONTROL

All food-handling establishments made to comply with State sanitary regula-
tions. Construction of an abattoir, where formerly none existed meeting United
States Public Health Service requirements. InstaUment of a $3,000 grade "A"
pasteurizing plant where none formerly existed in the county. Three of the
four municipalities of the county have adopted the United States Public Health
Service milk ordinance. United States Public Health Service rating revealed
that above 90 percent complied with this milk ordinance in McComb. Grade
"A" raw milk placed in all schools in the count}' and served with hot lunches in

1933 and 1934. All cows supplying milk for human consumption in the county
have been tuberculin tested each year since 1932. All persons handling food in'

the county are given annual physical examination for contagious diseases.

MEDICAL AND NURSING SERVICE

Typhoid deaths reduced to nil in 1932; typhoid cases reauced from previous
5-year average of 19 to 5 in 1934; diphtheria deaths reduced to nil in 1934;
diphtheria cases reduced from a previous 5-year average of 36 to 11 in 1934;
scarlet fever cases reduced from a previous 5-year average of 22 to 17 in 1934.

As result of an intensive case-finding program, tuberculosis cases found, and
properly cared for, increased from a previous 5-year average of 10 to 108 known
cases in 1934. Deaths from tuberculosis have not increased in proportion
showing that the disease has not increased but that the case-finding program is

successful. The number of deaths remained from 18 to 21 during the existence
of the health department in the county.

Maternal death rate for those under supervision of the health department in
1933 was nil, and for those not under supervision it was 11.4. More than 50 per-
cent of the total antepartum cases were rendered service by the health department..
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Total maternal death rate was reduced from a previous 5-year average of 9.9

to 5.3 in 1934. Infant death rate has been reduced from a previous 5-year
average of GO. 4 to 59.3 in 1933. Diarrhea and enlerili.s under 2 years death rate
has been reduced from a previous fj-year average of 20.1 to 9.1 in 1934.

I will appreciate your careful consideration of tlie material herein submitted.
It is my sincere belief that such results can be obtained in any county in the
United States if our Federal Govennnent will make it liiumcialiy po.ssiblc for

adequate health departments to be organized.
Again thanking you, and with kindest regards, I am

Respectfully yours,
Paul Haney, Jr., M. D.,

Director Pike County Health Department and
Fellow and Life Meniber Ainerican Public Health Association.

Michigan Department of Health,
Lansing, Mich., January 17, 1935.

Henry Morgenthau, Jr.,

Secretary of the Treasury, Washington, D. C.

Dear Mr. Morgenthau: Members of the public-health profession have noted
with considerable satisfaction the recent Federal appropriation for rural health
problems. The interest of the Federal Government in this type of project
sponsors the hope that future public-health appropriations will be commensurate
with those for other governmental projects.

The most cursory examination of the history of public-health organizations
from the United States Public Health Service to the smallest health unit will show
splendid investment returns. It is only necessary to consider the low mortality
and morbidity rates of communicable diseases and the improved status of water
and sewage conditions to realize this fact.

Those interested in public health have always found it difficult to put across
sound campaigns because of a decided lack of governmental interest. Health
departments have functioned on sadly inadequate budgets while other govern-
mental organizations commanding greater public interest have been more gener-
ously treated. It has been axiomatic that it takes an epidemic to stir the interest

of the Government or the people in the business of health.
The budget reductions brought about by the depression have not only served to

reduce public-health activities to the minimum, but in many instances have
wrecked all semblances of sound public-health organization. In this organization
it has been necessary to reduce personnel, salaries, and supplies incidental to regular
procedures to a point where it has become almost impossible to supply the medical
profession with adequate diagnostic service. Research effort is at a standstill.

The high caliber of laboratory work has been maintained principally because of the
fine loyalty of the staff. This loyalty cannot be expected to carry the organiza-
tion forever. The present budget level will deprive the medical profession of
valuable laboratory services which have become indispensable and in the end the
public will suffer.

No one need argue the value of the United States Public Health Service or the
National Institute of Health yet many projects in which both services have long
been interested cannot be developed because of lack of funds. This is true for all

types of health organizations.
This is not in keeping with the aid of the "new deal". Constant research must

support sound laboratory service if disease rates are to be further reduced. The
need for constant research is indicated by the high mortality still existent in

diseases such as pneumonia, tuberculosis, and whooping cough.
Every member of the public-health profession considers the recent Federal

appropriation to be a sign of governmental interest to be followed later with
appropriations for other worth while public health projects. It goes without
saying that success in social welfare must be predicated upon sound public health.

Very truly yours,
G. D. CUMMINGS,

Ph. D., Assistant Director, Bureau of Laboratories.
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Claiborne Parish Health Unit,
Homer, La., December 17, 1934-

Hon. Henry Morgenthau, Jr.,

Secretary of the Treasury, Washington, D. C.

_
Dear Sir: Owing to the reduction and practical abandonment of all Federal

aid in rural and local health departments under the present administration, we
feel it our duty to make a direct appeal to you for help.
Our work in preventative medicine has been greatly retarded, and our infants

and childrens' bureaus have been practically abolished. If some measures of
support and relief are not given in the very near future the results will be dis-
astrous.

It is with great difficulty that rural units are able to carry on at all due to the
curtailment of local funds, and the abolishment of ail Federal support. The
amount originally allotted us was never sufficient to put on a good health pro-
gram.
The health associations in the rural sections feel that they can pay you good

dividends on all money allotted to this type of work. Heaith is paramount, and
nothing is of any account if we lose it. To a certain extent public health is

purchasable and is largely controlled by the public and financial support it

receives.

Respectfully,
Dr. H. R. Marlatt,

Director Claiborne Parish Health Unit.

Winston Salem, N. C, December 7, 1934.
Hon. Henry Morgenthau, Jr.,

Most States are greatly handicapped financially in carrying on their health
program. North Carolina unfortunately is one of the number. The United
States Government could not appropriate money more usefully than in protect-
ing the health and lives of its citizens. Will you please use your influence to
see that this important work is not crippled on account of lack of funds.

S. D. Craig,
Vice President State Board of Health, North Carolina.

Letcher County Health Department,
Whitesburg, Ky., December 9, 1934-

Hon. Henry Morgenthau,
Secretary of the Treasury, Washington, D. C.

Dear Secretary Morgenthau: I understand that President Roosevelt has
set up a Council on Economic Security, and that Miss Francis Perkins, Secretary
of Labor, is chairman of this council. I feel confident that one of the purposes of
the Council on Economic Security will be the preservation of our national health
to the fullest possible extent. It seems to me that the welfare of the Nation's
health can be best supervised by the continuation of the many full-time county
health units. As the United States Public Health Service is one of the bureaus
within the Treasury Department, I know that you, Mr. Secretary, are an ardent
friend to rural public-health work.

As a public-health official myself now for some 5J4 years here in this county
(Letcher) I feel that the varied work done by a county health unit is indispensable
to the welfare of any community. It is very difficult to understand why as yet,
that some sections still attempt to make out without such an invaluable
service at such a very small cost per individual. I can point with a great deal
of pride that here in my county the vast majority of the population are intensely
interested in our public-health program, that only a few of the "die-hards"
offer destructive criticism.

Before the installation (1927) of this county health unit, the preventable
communicable diseases were exceedingly prevalent; smallpox was still the much-
dreaded disease of the past century; typhoid claimed as its victims scores yearly
in this county; diphtheria death rate was enormous; there was not a single sanitary
privy in Letcher County. Now, thanks, to the efforts of health workers (aided
by the local physicians), smallpox is practically an unknown entity here; almost
without exception every school child in the county (more than 10,000) is success-
fully vaccinated against this once much-dreaded malady. Within present calendar
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year 1,025 smallpox vaccinations have been done by this staff (only 2 until just

recently), and to continue with a few more statistics exactly 5,2G0 individuals

have been the recipients of the typhoid vaccine since January 1, 1934. Also,

furthermore, 1,254 cliildren have been made safe from childhoods' most dangerous
malady by the simple diphtheria toxoid inoculation within the jjast 11 months.

I can add, Mr. Secretary, that all but four schools in the county to date have the
protection of well-constructed sanitary privies, and there are scores of others
throughout the county, besides; at the present moment, the inspector is working
daily with the relief men building toilets for two coal companies. Moreover, this

health unit did 4,710 tuberculin tests last year with liome visits made on the
positive reactors. An intestinal parasite survey was conducted in which 2,153
stool specimens were collected for analyses; 789 children showing infestation

were personally treated for the explusion of the parasites.

Besides we have a ver.v good jirenatal clinic here in which we are doing "our
bit" to help reduce the maternal death rate, in which the records shamefully state

that more than 16,000 mothers are sacrificed annualh' in the ordeal of child-

bearing. In conjunction with the maternity clinic wc held the past year 36 child-

health conferences which 754 children attended.
The figures quoted aiiove are only the major phases carried on by anj'^ well-

functioning health units. We feel that much is being accomplished; W'e know
that the field is hardly scratched yet, and that without the cooperation and assis-

tance of your Bureau in Washington the work must go on a decline. The local

county government is sorely pressed for funds; the fiscal court like so many these
trying days "look for help" toward Washington. Unless Federal aid is main-
tained, and perhaps increased, then a number of county-health units must neces-
sarily be abandoned due to failure of local appropriations.
Knowing that you, Mr. Secretary, must be a public-health enthusiast, we look

to you for assistance in our cause.
Very respectfully,

R. D. Collins, M. D.,
Director, Letcher County Health Departynent.

The State Unversitt of Iowa,
loica City, December 31, 1934.

Hon. Henry Morgenthau,
Secretary of the Treasury, Washington, D. C.

Dear Mr. Morgenthau: I am writing to urge that measures be undertaken
to bring order out of present chaos and to make possible an orderly and rapid
development in our organization to safeguard the health of the American people.
The chaos in health organization lies (nationally) in the distribution of respon-

sibilities of a public-health nature among so many governmental departments.
This, I feel, will never be remedied until we have a Federal department of health.
I would like to see the United States Public Health Service elevated to the status
of a full department, in which will be concentrated all Federal public health
activities.

The chaos exists most acutely in local health organization. Nothing could be
more deplorable than this. It is obvious, I believe, that if a community is to
have a sustained and con.sistent application of modern knowledge relative to the
prevention of disease, it must depend upon its local health organization. If this

be true, then the local health official is the most important officer in the entire
administrative set-up, insofar as the conimuuitj' is concerned. In other words,
this is the health official who is most imj)ortant to the American people.

I urge that appropriations be placed at the disposal of the United States Public
Health Service sufTicicnt to enable the development on a wholei^ale basis of ade-
quately organized local departments of health, staffed by competent personnel.
Subsidies will be required to accomplish this, but I know of no P'cderal expendi-
tures which, in the long run, will prove of more lasting benefit than these.

Yours resi)ectfullv,

M. E. Barnes, M. D.,
Profesnor and Head, and Director of Stale Hygienic Laboratories.
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State of Illinois Department of Public Health,
Springfield, December 5, 1934-

Hon. Henry Morgenthau,
Secretary of the Treasury, Washington, D. C.

Dear Mr. Morgenthau: It has been brought to the attention of the Depart-
ment of Public Health of the State of Illinois that the public-health program of the
Nation is to be greatly curtailed, and that there is danger that adequate considera-
tion and legislation along that line will not be available.

I wish to urge that there be legislation for Federal aid and leadership in the
development and support of local health work in the various States. Many of
the State health departments and county health units have not sufficient funds,
or are they able to collect funds to carry on essential health work that the public
should have during this period of inadequate incomes when the average man is

unable to purchase the necessary medical aid. There is grave danger due to lack
of rural sanitation, especially in our smaller centers, of epidemics of typhoid fever
and an increase of tuberculosis due to poor sanitation and lack of the requisite
hygienic m.easures.
We most earnestly urge consideration of the health conditions of this State, and

the various States of the Ohio Valley.
Respectfully yours,

Frank J. Jirks, M. D.,
Director of Public Health.

Miami, Fla., January 10, 1935.
Mr. Henry M. Morgenthau, Jr.,

Secretary of the Treasury, Washington, D. C.

Dear Sir: As president of the Florida Public Health Association, a represen-
tative organization affiliated with the American Public Health Association and
having among its members the leading workers for the promotion of public
health in Florida in State, county, and municipal fields, I wish to express appre-
ciation for the splendid work being done by your Department through the United
States Public Health Service. The task of effectively supplementing the work of
municipal and State agencies has been a formidable one and your Department
is to be congratulated that it hap been able to achieve the results you have
obtained with the limited funds allotted for that purpose.

It is with the profound conviction that an increased appropriation should be
allotted for the widening of your activities in so vital a matter as the promotion
of public health that I am addressing you. I feel confident that the public will
react -with genuine satisfaction to any act of the Congress which will favorably
affect the Nation's health.
' That a greatly increased appropriation is needed is evident from the following
considerations:

1. In a survey made by your Department and by the Milbank Memorial Fund
it was shown that the highest sickness rate occurred in families which had suffered
the most severe decline in income. "Disabling sickness" was 50 percent higher
than in their more fortunate neighbors.

2. While few have been killed outright by the depression, the lowered resist-

ance, due to lack of proper nutrition, has prepared a veritable hotbed for the
increase of certain types of disease. There was never a more urgent demand
to press the fight against preventable disease, since economic conditions may
cause the ground already won through the indefatigable efforts and leadership of
the United States Public Health Service to be lost for a generation.

3. There is great need for the extension of community protection and county
health programs. Only one-fifth of the rural population of the United States
has the benefit of organized health machinery.

4. The curtailment of appropriations to city, county, and State health units
is lamentable and it is to be hoped that increased health budgets may soon begin
to reappear. However, as a national emergency exists, the Federal Government,
which has done so much for education, agriculture, and roads, should make
adequate provisions for the health of its citizens.

5. When it is considered that Federal appropriations must be distributed
throughout 48 States, an appropriation not less than $5,000,000 a year should
be readily granted by the Congress.
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The Florida Public Health Association will work untiringly to the end that
adociuate provision he made to promote public health throuRhout the State and
the Nation. You may count upon our hearty cooperation in all matters that
look to this end.

Yours truly,

George N. MacDonell, M. D.,
President Florida Public Health Association, Inc.

December 14, 1934.
To the President,

Washingloti, D. C.

Sir: We in Delaware understand that in order to balance our State budget
health appropriations are to be cut, and that our State care for the tuberculous will
suffer badly. Our State sanatorium has a waiting list of over 50 all this year,
and owT death rate from tuberculosis stands at 73 per hundred thousand, while
that of the Nation is around 59 per hundred thousand.

Unless Ave can get funds to provide for these 50 cases, of which everyone is a
focus of infection, we cannot fight tuberculosis with any hope of controlling the
disease. We have already more than cut it in half, but the failure to get State
funds is crippling the work.

If there is any comprehensive health program to be jirescnted to the Nation,
distributing funds to local health departments under State leadership and
guidance, we ask most earnestly that this critical situation in Delaware be con-
sidered, and provision be made to segregate these dangerous cases.

Our society is a private one, not handling any public funds, and therefore
"Would receive nothing from such funds. Our support comes entirely from the
Christmas Seal, started in this State in 1907. We therefore have no ax to grind,
but are appealing in behalf of the health needs of the State of Delaware.

Respectfully yours,
Del.\w.\re Anti-Tuberculosis Society.
Emily P. Bissell, President.

Brush Public Schools,
Brush, Colo., January 9, 1935.

President Fr.\nklin D. Roosevelt
White House, Washington, D. C.

My De.\r Mr. Roosevelt: As a superintendent of schools in a first-class

school district in northeastern Coloraflo and as representing a group of us very
•especially interested in i)ublic-health services, particularly as concerns our ap-
proximately 1,000 school children, we write to urge that all consideration possible
be given through your office to the proposals that have been made in support of
Federal aid to local pul)lic-health .services.

The general financial conditions of the last few years have taken their toll,

of necessity, in a good many places, and among our services to suffer most have
been those which we consider in many instances to be by far the most important,
and of these certainly no one is more important than that of public-health service
for our young people in school.

It is gratifying to know that public opinion has grown tremendously in its

understanding and appreciation of the necessity for good health, jiarticularly in

our public schools, since while taking care of existing conditions among older
people we must lay the ground work for a I'etter educated and healthier new
generation of young jieople.

Locally, we are most concerned at the present time with an investigation of
visual difficulty in our schools, and with the detection and jirevention of tuber-
culosis.

Practically all that we do along this line c(»mes through volunteer contribution,
and f|uite naturall> the burden continues to fall more heavily among those of us
who realize so definitely the need of this ty|)e of service.

rntil such time as puldic support through taxation may 1)C available, we ur-
gently recommend Federal aid to local putilic-health services and trust that it

will be found by our Government that expenditures in this direction are among
lie most justifiable of all, excepting only immediate cases of disease or distress

among our people.
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May we thank you most sincerely for your consideration of our expression of
confidence in the Federal-aid project above mentioned.

Very truly yours,
Albert E. Corfman,
Superintendent of Schools.

Los Angeles, Calif., December 5, 1934.
Mr. Henry Morgenthau,

Secretary of the Treasury, Washington, D. C.

Assistance from Public Health Service to date greatly appreciated. Public-
Health ap{)ropriations, which have been inadequate for even direct protective
purposes, have been cut so drastically that our only hope seems to lie in Federal aid
in development and support of local health work. State and local health organi-
zations need both moral and financial assistance. Urge public-health program
receive sufficient support to make this possible.

J. D. DUNSHEE, M. D.,
State Director of Public Health.

(Also sent to Franklin D. Roosevelt, Dec. 5, 1934.)

Phoenix, Ariz., December 8, 1934.
Hon. Henry Morgenthau:
Due to the effect of the depression rural sanitation in this State is very necessary

in order to promote the health of the people of the State. You are earnestly
petitioned to secure consideration for renewal of appropriation of United States
Public Health Service in order to continue this aid. Anything you may do in

regard to this matter will be deeply appreciated by the people of the State of

Arizona.
The Arizona State Board of Health,
Geo. C. Truman, M. D., State Superintendent.

Arkansas State Board of Health,
Little Rock, December 27, 1934.

Hon. Henry Morgenthau, Jr.,

Secretary of the Treasury, Washington, D. C.

My Dear Secretary: We desire that the United States Public Health Service
be given a more prominent recognition in the national recovery program. This
could be done by the extension of adequately staffed, full-time, health depart-
ments providing local public health service for people. If this action were taken,
the national waste from preventable disease could be materially reduced.

In presenting this question to the President's Committee on Economic Security,
we desire that you bear in mind the following suggestions:
That the revenues of the counties of the several States of the Union have been

greatly reduced through the inability of the taxpayers to pay annual taxes.

That in the past the counties of the several States have been required to match
any Federal funds allotted to said counties for public health work; and, that in

the future this will be, in the majority of cases, impossible due to the reason given
above.

That on December 7, 1924, the people of Arkansas put into effect a constitu-

tional amendment prohibiting the county judges of the State from making any
allowances in excess of the revenues for the current fiscal year. In addition to

this amendment, the Legislature of the State of Arkansas has passed certain acts
placing all claims against the respective counties of the State into classes giving
priority to certain classes. All contract claims—and this includes all cliams by
public health officers for services rendered—fall within the last class of claims in

preference. This condition of the law together with the condition of the revenues
of the counties of this State should be taken into consideration in making any
demands upon the counties for matching Federal funds.

We sincerely hope that these suggestions may be of benefit to j'our Department
and the Health Service will be given sufficient aid to carr}^ on these services to
the local units of government.

Respectfully yours,
M. B. Ownes, Director.
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Tuscaloosa County Health Depahtment,
Tuscaloosa, Ala., December 14, 1934..

Hon. Henry Moroenthau, Jr.,

Secretary of the Treasun/, U'ashitigton, D. C.

De.^r Sir: Would like to call your attention to the drastic curtailment of funds
for doing public health work.
Our local department has had an average cut of (il percent during the past

3 years.
This has necessitated the laying off of personnel and the reduction in salaries

of the remaining number.
The Public Health Service under your direction is now giving assistance to

States and local health departments in a limited way. We hope that you can
secure more funds to take care of more local departments.
Our department was cut at a time when, in our opinion, we were needed most

and did have more calls for service.

Thanking you in advance for your help in this direction.
Sincerely yours,

A. A. Kirk, M. D., Health Officer,

Seattle Council of Parent-Teacher Associations,
Seattle, Wash., January 14, 1935.

Miss Josephine Roche,
Assistant Secretary of the Treasury,

Washington, D. C.

Dear Miss Roche: For many years the United States Public Health Service
has carried on a valuable work in the stimulation and promotion of local public
health activities thnnigh Icadershi]) and limited financial aid in the development
and maintenance of full time local health departments.
Through efforts of the Public Health Service, many States have been enabled

to provide a large percentage of their respective populations with efficient local

health departments which would, otherwise, not have been organized. These
local health departments have been of inestimable value in elevating the standard
of the health of the communities, the States and the Nation as a whole.

Within past years the leadership of the Pulilic Health Service has lagged, due
to the lack of necessary appropriations. This coupled with the meagerness of

State and local resources, has resulted in a woeful let-dow'n in public health work
in many sections of the Nation.

As the Seattle Council of Parent-Teacher .\ssociations, representing a member-
ship of more than 10,000, we sincerely urge that the United States Public Health
Service by adequate appropriations and authority be given the opportunity
of continuing this much needed and invaluable service. The leadership of the
Federal Government, through the United States Public Health Service, is impera-
tive if the various States are to expand and develop their State and local public
health activities.

RespectfuU}-,
Ethel Williams,

Corresponding Secretary.

Morgaxtowx, W. Va., December 5, 1934.
Hon. Franklin D. Roosevelt,

President United States, Washington, D. C:
West Virginia urgently needs continued Federal aid in support of State and local

health services to maintain present public health stanrlards. Impossible for

counties this State to finance local healtli service to extent needed to protect the
public health. Special legislation providing for Federal aid on more or less

permanent basis is essential if marked increase in commuiiical)le disease death
rates is prevented. We urge that such legislation be recommended to tlie next
Congress.

R. C. Farrier, M. D.,
County Health Officer.
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The Chairman. General Gumming, please.

STATEMENT OF HUGH S. GUMMING, SURGEON GENERAL, PUBLIC
HEALTH SERVICE OF THE UNITED STATES

General Gumming. Mr. Ghairman, they say that a good play needs
no epilogue. There is very little which I need to add to that of the
Assistant Secretary, except to say that I am in thorough sccord with
section 8. It is treading no new ground; it is an extension of an
attempt on the part of the Federal Government many years ago which
has been eminently successful. It is not a problematical thing.

The Ghairman. What is the normal appropriation for the Public
Health Service now of the Federal Government?

General Gumming. The total appropriation runs about $10,500,000^
and with the reserve taken off, about $900,000. I think it runs about
$10,000,000, the whole thing.

Senator Couzens. How many commissioned officers have you in

the service?

General Gumming. Senator, I will explain that set-up a little later,

and answer Senator Gostigan, too. There are 389 on active duty.
Senator Gerry. Would this bill about double your appropriation?
General Gumming. I would; yes, sir. Senator, with reference to

this civil-service question. The people employed under this sort of

cooperative work with States, that is to say, the local and State health
people are not under Federal civil service. They are exempt from the
Givil Service Gommission formally. They are appointed upon recom-
mendation of the State and local health authorities.

The Chairman. If this provision should be adopted as written here,

though, they have to be under civil service?

General Gumming. No, sir; I think not. We might have that
studied.

The Chairman. You had better study it, because some of those
who are going to advocate it might not be for it if it were to be
under the civil service.

General Gumming. The standard which is to be maintained in the
local personnel is set up in a conference of all of the State and Terri-
torial health officers. It is a matter of common agreement among
them and the Public Health Service.

Senator Couzens. They are all paid by the Federal Government?
General Gumming. In part by the Federal Government. Since we

started this work, the States have averaged somewhere around $8 to

$10 for every one spent by the Federal Health Service. That was in

normal times. The organization of the Service is a small corps of

Regular officers, medical officers, sanitary engineers, and scientific

people, which corresponds very much to our Regular Army, and as I

say, they are less than 400— about 390. Then we have between
seven and eight hundred doctors employed who are selected from the
civil-service list. They correspond, generally speaking, to the Army
Reserve or National Guard. The onl}^ people we have in the Public
Health Service, speaking of the whole service, who are not under
civil service, is the grade or classification of about $1,100 per annum,
wliich have been exempted, and which correspond to charwomen and
laborers at hospitals and quarantine stations.

Senator Gostigan. Has that proven a satisfactory method for the
selection of positions through the civil service?
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Goiieral C'imminc. I do not think you ^oi as good a ty])e possibly

in times of prosperity as you do in times of adversity.

Senator Costigan. Because of the competition?
General Cumming. Yes, sii*. I think we are very fortunate, Mr.

Chairman, in havinsr at least two members of your committee who
have had exjierience with this cooperation. I see former Governor
Byrd, wlio liorrowed one of our trained ollicers to help in reorganizing;

an already excellent organization iTi Virsiinia. The first governor
whom 1 recall who borrowed one of our ollicers is Senator Walsh of

Massachusetts, who I thiidc is on your committee. We helped to

redraft tlie State laws of Massachusetts, and afterwards loaned them
an oflicer to put in etl'ect. And Mr. Roosevelt, the Governor of New
York, now President Roosevelt, borrowed an officer for the same
purpose. We are now doing the same work for several other States.

The scheme which we have here is a well tried out scheme, in other
words. And it is very urgently needed at this time.

I shall be glad to answer any questions.

Senator CorzKxs. I notice that in section 803 (a) it says "Elibigle
lists of the Civil Service Commission." Does that carry the classified

salary list with it?

General Cumming. I think it would, by law.

Senator Couzens. I see that it is not used in this particular para-
graph, the question of the classification of salaries, and I v.ondered
if the civil service in itself carried that with it. If not, it ought to

be added.
General Cumming. I never thought of that point. The bill was

written by a bill drafter, and I imagine they took that into considera-
tion.

The Chairman. Are there any questions?
Senator Barkley. Doctor, for the record and so that we may

understand, will 3'ou explain just what all-time health service in a
county does and what it means to the people?

General Cimmixg. 1 think what it does for the people in large part,

Senator, has already been told you very graphicalh'' by Miss Roche,
in the decline in the death rates in those particular diseases which are

more or less afi'ected by public-health work in the field as contrasted
with those which require research. A county set-up, a minimum,
contemplates a full-time health officer who is trained in public-health
work for public health is now as much of a specialty as neurology or

pediatrics, or eye and ear disease. There is so much contemplated
in public health, one or more sanitary inspectors, one or more public-

health nurses, and of course clerical services for statistics, and so

fortli. That is a minimum and of course has to be enlarged upon in

any county of any size.

Senator Bakklkv. What is the total cost of maintaining marine
hospitals of the country?

General Cumming. We have more patients than ever now, because
we are running the C. C. C. cases, and the United States employees'
compensation cases in addition to the Coast Guard and the merchant
marine and so on as formerly. It runs about -So, .500,000. Our cost

per diem was about $3 last year. It is running now about $3.09.

Senator Barkley. The broadening of the functions of the marine
hospital to take in the C. C. C. camps and others probably to a

large extent would relate the marine hospitals to the public health,
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but as an original proposition, do you think tliat the cost of marine
hospitals ought to be charged against the general pubhc health?

General Cummixg. Well, I think that is a convenience for the
Congress m carrying it under one general appropriation. It is set

up separately in your general appropriation act, as you know.
Senator Barkley. Yes; I know that.

General Gumming. And that fund cannot be diverted for other
purposes. That has been carried for many, many years in the
terms of the appropriation.

Senator Barkley. I realize that, but I wonder—it is not a matter
of any particular miportance, because we have to take care of that
any way—but whether in marine hospitals which are originally

dedicated for those who are engaged in the marine service, \\-hether

that should not have been carried under a different department so

as not to confuse it with the strict Public Health Service.

General Gumming. It is an essential part of the Public Health
Service. For instance, it is a reservoir for the trained medical officers.

It is the only place we have to train them; it is a place for clinical

research; it is an essential part of our maritime quarantine, and we
could not do very well without them, I think. We have a system of

sending officers back to freshen up on bedside medicine from the field.

Senator Barkley. You do think then that in view of the general

expansion of its functions in the matter of health and care, that it is

an essential part of the Pubhc Health Service,

General Gumming. A very important part, yes, sir.

Senator Barkley. What is your experience or yoirr observation

or your opinion—we have been talking about the Givil Service

—

as to whether or not a civil service examination may be actually

relied upon always to reveal the best doctor?
' General Gumming. I do not think it does, to be frank wdth you.

I think the matter of personahty and integrity and judgment, which
are very difficult to judge from a written civil ser^dce examination,

can probably be better ascertained by a personal interview. I think

aU of you gentlemen who have been here a long time know that we
have never had any partisan politics in our selections, but on the

other hand, I think the Givil Ser^dce is a great protection and, balanc-

ing values, so to speak. It is much better than not to have the Givil

Service selection.

Senator Barkley. Does it operate to sort of weed out the unfit?

General Gumming. Very much, and I do not see how we could get

along without the Givil Service. I would hate to undertake to run

the service ^^•ithout it.

Senator Barkley. It saves you an ahbi sometimes?
The Ghairman. You would have just about as much trouble as

we have, I suppose.
Senator Lonergan. Gan you tell us to what extent the rural areas

of the Nation are without doctors?
General Gumming. That has been worked over for several years

by a committee. Dr. Sydenstricker and Dr. Falk can give you
much more detailed information on that than I can.

The Ghairman. Thank you very much, General Gumming.
The next \\dtness is Dr. Underwood.
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STATEMENT OF DR. FELIX J. UNDERWOOD. STATE HEALTH
OFFICER OF THE STATE OF MISSISSIPPI

I should like to pve this committee the benefit of the facts, so far as
Mississippi and a few other States are concerned relative to lack of

adequate public health facilities and medical care.

Be£:inning: December 1932 we had in Mississippi 2,069 deaths
reported to the division of vital statistics of the department of health.
Four hundred and ninet}' three died without medical care, 23.8 per-
cent of all. To be exact, 9.1 percent white and about 33 percent
colored.

Senator Costigan. Without any medical care whatsoever?
Dr. Underwood. No medical care whatsoever. A physician did

not see them in the office before they became extremely ill, and
certainly there was no visit and their death certificates were not
signed by a physician.

Senator Gerry. Is that an accurate death rate?
Dr. Underwood. I think so.

Senator Gerry. As to the number of deaths?
Dr. Underwood. We have that many reported. There were

possibly a few that were not reported.
Senator Gerry. That percentage is not large?

Dr. Underwood. That percentage is quite large.

Senator Gerry. The percentage in deaths not reported, I mean?
Dr. Underwood. Oh, no. I think we get 95 to 98 percent. We

are within the registration area of the United States and that means
that we are reporting quite well for deaths and births.

Senator Costigan. Does that mean that the local physicians do
not respond?

Dr. Underwood. Xo indeed. It means that the physicians had
a peak load of charity when this depression struck, and with, the
added amount of grief and trouble, they simply could not do it.

Thev should not be expected to without compensation.
I have it month by month for 1933. We had a total of 21,617

deaths for 1933; 4,004 without medical attention or 18.5 percent of

our total that were not seen by a physician at all and their death
certificates were not signed by a physician.

For 1934, I have it compiled through October.
The medical care by the Federal Government inadequate as it has

been has helped considerablv. October 1934, as against December
1932, which was 23.8 percent of all. October 1934 was 13.6 percent
of all died without medical care.

The Chairman. So there was a reduction?
Dr. Underwood. A reduction.
The Chairman. How do those figures compare with other States?

Dr. Underwood. Arkansas shows for 1933, 15.29 percent died

without medical care, 2,537 deaths without medical care; 16,591 total

for the year of 1933.

The Chairman. You have a certain number of States there?

Dr. Underwood. I have Georgia, 13.8 percent.

The Chairman. I wish you would put that in the record.

Senator Gerry. \Miat is Alabama?

109780—35—PT 6 7
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Dr. Underwood. I do not think I have Alabama. Some States
did not keep it. I beheve it is practically the same. Dr. McCormick
is here, the State health commissioner of Kentucky, and his State
averages about the same.
The Chairman (interrupting). Have you any State there that has

large cities in it? Of course, our State is an agricultural State. Have
you any such figures?

Dr. Underwood. I do not have. I wrote to every State health
commissioner in the country and received replies from most of them,
but the figures are from less than half the States, and I have here a
few of the States as a sample.
The Chairman. Do you have New York State?
Dr. Underwood. No. Dr. Parran can speak for New York.
The Chairman. Are there any statistics on that?
Dr. Underwood. I am sure they have them or can get them.

Some States said they did not keep them. I asked them for those
statistics by months. I have Georgia, Arkansas, Mississippi, and
Kentucky, and a few others that run along about anywhere from 10
to 20 percent.

Senator Gerry. Then you have no comparison of those States with
the important industrial States?

Dr. Underwood. I do not, sir; I am sorry. I wanted to show the
actual condition in Mississippi, my own State, and the thought oc-

curred to me it might be well to write to other States and see what
the conditions were there.

The point I am making here is that possibly half of those could
have been prevented by an adequate health service and good medi-
cal care.

The assistant secretary of the Health Board of Mississippi prepared
this statement the other day. It will take only a minute to read
it here.

Some aspects on the need of medical care in Mississippi

—

First. Over half of the births in Mississippi are annually attended by mid-
wives. A tabulation covering several years and representing this particular point
is enclosed.

Of course, our population is about half Negroes. The tabulation

covering several years and representing this particular point is as

follows:
Births 1928-S2
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Births 1938-3e—Continued
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Number births attended by midwives:
1928 -

1929
1930
1931

1932
1933 -

' cent of total number births attended by midwives:
1928
1929 ^— >.-..

1930 -

1931 ,.,.. ,.

1932 : - ...-:— . .......J
1933 ..-'- -

Total
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In our health work, we have had many letters testifying as to its

great value. Here is one from a Mrs. Ogden. I have a few samples
of a great many letters that I have had recently. This woman owns
one of the largest plantations in the Mississippi Delta. And she
writes voluntarily:

My Dear Dr. Underwood: It occurs to me that you might be interested from
a health standpoint in the results of the drainage projects laid out last year on
my plantation by Mr. Nelson H. Rector.

In the summer of 1933 I suffered so many losses in man-power and money from
long and severe cases of malaria that I wrote Mr. Rector and asked if he would
come over and run levels so that I could drain the sloughs and lowlands. Mr.
Rector promptly responded, and the levels were run on part of the place. He
found that much of our drainage was ineffective and made changes accordingly.

We followed Mr. Rector's program as far as our finances would permit, expect-
ing to complete it gradually. While we were working the C. W. A. fortunately

for us, came in and dug two of the major ditches included in the program.
As what I consider a direct result of this drainage, we have not had a single case

of malaria on that portion of the plantation during the year 1934. My books
bear me out in this statement. They do not show 1 doctor's bill for malaria nor
1 grain of quinine. Heretofore on this part of the place there has been a constant
expense for malaria and resultant maladies.
My books show that tenants on other parts of the place have had the usual

medical care and quinine for malaria.

f
We have been fortunate enough to get Mr. Rector to run levels on another

portion of the planatation this fall, and Mr. Ogden, and I hope to be able to con-

tinue the work.
I am writing this letter to you in appreciation of the work you and Mr. Rector

have done for me, and I hope that others will avail themselves of the opportunity

of this splendid service.

With kindest personal regards, I beg to remain.
Cordially yours,

Florence Sillers Ogden.

Mrs. Ogden is a sister of the Hon. Walter Sillers, a member of the

Mississippi Legislature.

Not only will it control malaria definitely there, but other diseases;

that sometimes malaria wdll undermine the resisting power of the

human body, and tuberculosis and other conditions will arise.

The Chairman. How much have you reduced malaria in Missis-

sippi? What are the percentages?

Dr. Underwood. This has been a bad year for malaria, this past

year and 1933; but in spite of that fact, we have had a reduction, and

all our cases have been reduced more than 50 percent, and the deaths

more than that—probably 75 percent over the past 10 or 12 years.

The Chairman. Over a series of years, you have greatly reduced

malaria?
Dr. Underwood. The cases probably 60 percent and deaths 75

percent, because we do not have the malignant types that we once

had at all, but I wanted to show definitely what malaria-control work
would do against that particular disease.

The Chairman. What appropriation is there in Mississippi for

public-health service?

Dr. Underwood. $325,000 for 2 years, for the biennial period.

The Chairman. Is that about the average of the States in that

vicinity?

Dr. Underwood. I think Mississippi has less than Louisiana and

Alabama, less than Tennessee, and about on a par with Arkansas.

As to immunization and school work, we have testimonials from

school teachers and others that will show the increased attendances

of children in school programs, and I think that, in my judgment,

gentlemen, $10,000,000 is a most reasonable sum. The appropria-
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tidii, ns I undorstand it, for tho Public Health Service is about
$10,000,000 now, perhaps $5,000,000 or $5,500,000 spent for marine-
hospital service, which is necessarv, and in niv judgment should be
continued, and should be continued under the Public Health Service,

but I do not thiidc it is a pro[)er char<!:e a<!:ainst i)ublic h(\'iltli per sc;

so you are not doublinir the aj)propriation for public-health work
proper when you give an additional $10,000,000 lor the extension of

preventive measures thi'oughout the Nation.
Conijress was very wise in makin<; many investments that have

been made—prevention of scabies in sheep and screwworm control in

cattle, cholera in hoo;s; yet I feel that while Congress is protectin"; the
citizens' livestock, the citizen himself and his family certainly should
have equal protection—I think better protection.

The Chairman. Is there some further statement you desire to

make. Doctor?
Dr. Underwood. I intended only to make some general observa-

tions and answer any questions that I could. I regret very much
that I did not have a complete record of all of the States, but I believe

State health oflicers everywhere in the country will bear me out that
conditions, so far as medical care are concerned, will be about what I

have stated for these States that we mentioned.
The Chairman. If you desire to extend your statement, j^ou can

do so in the record.

Dr. Underwood. At least half of this trouble could have been
prevented by adequate care. If the extension of public health had
been done years ago, we could have met this, at least in part, in

Mississippi, by adequate health service. We have 82 coilnties in
Mississippi, and only 25 of them have organized full-time health
work. That shows the need for this extension.
The Chairman. That is about the average of the other States,

too?
Dr. Underwood. I should think so. Some States have more than

that ; but the country over, that is a good average. Many States
have only 1 or 2 organized community health services, others 10 or
12, and some as many as 75 percent of their counties are already
organized; but a general average of 25 or 30 counties to the State, I

believe, would be fair at this time. Certainly in Mississippi we ought
to be able to—with the Federal and State and local appropriations

—

to organize the 82 counties. That is true of all other States.

The Chairman. All right; that is all. If you want to put any-
thing else in the record we would be very glad to have you do so.

The committee will recess until 10 o'clock tomorrow morning.
(The following were fded in connection with Dr. Underwood's

testimony:)
State of Georgia, Department of Public Health,

Atlanla, Ga., August 10, 1034.
Dr. Felix J. Underwood,

Minaissippi ISlate Board of Health, Jackson, Miss.

Dear Doctor Underwood: In compliance with your request of August 8
for the number of deaths in Georgia without medical attention I wish to state
that the tabulation of these deaths by months of occurrence has not been made.

In 1933 there was a total of 31,185 deaths. Of this number 5,281 occurred with-
out medical attention. Excluding deaths from external violence there were 4,312
without medical attention.

Yours very truly,
BcTLER Toombs,

Chief Bureau of Vital Statistics.
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Arkansas State Board of Health,
Little Rock, August 16, 1934.

Year
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allowance, far below the value of the services reiidereti there is certainly no let

up of the effort beiiiR made to make the county department a success.
Yours very truly,

(Signed) John C. Stevens.

MoNTicEi.i.o Public School,
Moriliciilo, Miss., Fcbniarij lo, 1934.

Mr. Q. Edw.\rd Gatlin,
State Board of Health, Jackson, Misn.

Deah Mk. Gatlin: We want to exi)ress to you and the State board of health
our appreciation for the fine work you did in this community to eradicate the
hookworm.

Before the examinations were iiiven, we liad several children who were dull,

sluppish, and barely passing their retpiired school work. Since the treatments
were given, tliese students have been more active, doing a Ijcttcr grade of work,
and liave a much l>etter color in their faces. Teachers are very much pleased to
see the improvement these students are making from day to day.
We appreciate your many courtesies and work and hoj)e to have you visit us

again as well as tlie county health officer when jou can lielp so mucli in caring for
the health of our children.

Yours very truly,

E. L. Booth.

J.\NUARY 2, 1934.
Mr. C. E. Watkens.

Hazlehurst, Miss.

Dear Mr. Watkens: I have kept your nice letter on my desk since it was
received—October 23, 1932—and have read it several times.
One statement impresses me a great deal:

"Especially is it difficult to measure results what might have been different
but for preventive measures, but which do not show up on the credit side of the
ledger because of their absence."

If people could realize this, how different many things would be. Would that
all our legislators and members of Congress reasoned along this line. Some are
prone to think that the incidence of disease is becoming less each year, so why
spend the taxpayer's money to prevent disease. It never seems to pierce their

consciousness that the program of education, sanitation, and vaccination is

responsible for the lack of disease and that a lessening of the watchfulness and
precautions means an increase of sickness and death from preventable diseases.

I want to assure you that I greatly appreciate your letter—words of encourage-
ment are seeds of inspiration in these times w hen so many things stand as obstacles
to progress in public-health work.

It is regretted that your county is discontinuing its health department—an
appropriation of only S600 more than was already appropriated would have
saved it. We didn't have it and the Copiah County Board of Supervisors could
not put up the amount. This is a step l)ackward in Copiah County in the protec-
tion of the health and lives of men, women and children.

With best wishes, I am.
Very truly yours,

F. J. rNDERWOOD, M. D.

Leland Public Schools,
Leland, Wis., May 13, 1933.

Dr. Felix Underwood,
State Board of Health, Jackson, Mis.'i.

My Dear Mr. Underwood: Our schools here will clo.se down next Fridaj', and
I am taking the liberty of writing you to thank you again for having sent us your
Dr. Perry to serve in the ab.sence of Dr. Shackleford. We have learned to love
Dr. Perry, and I feel that we have been very fortunate in having had his services
in our .schools for the past year. Dr. Perry is an excellent doctor; is tactful,

aggre-ssive, intelligent, loyal, and thoroughly capable; and he has done an excel-

lent piece of work in Wa.shington County. I wish it were i)ossiblefor us to have two
doctors on the job here in order that we might be able to induce Dr. Perry to stay
with us.
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Dr. Perry has recently concluded his work in our preschool clinic, and we had
the largest and best clinic we have ever had. As a result of the preschool clinic,

we find that our attendance in the first year of a child's school experience has been
greatly increased. We have had fewer retentions and "repeat students" than
ever before. If a county could be brought to realize that a doctor practically
saves his salary on this item alone, no county would be willing to do without a
full-time health unit. The work of our doctors and nurses in Washington County
has been outstanding, and I, personally, am keenly appreciative of your interest
in us and of the very excellent services rendered our schools by the State board of
health.

Again assuring you of my sincere appreciation of all that you have done for us,
and with every expression of sincere regard, I am.

Faithfully yours,
"Jim" (J. G. Chastain, Jr.)

Farmhaven, Miss., March 30, 1934.
Dr. Felix J. Underwood,

Jackson, Miss.

Dear Sir: Let me express to you my appreciation, as well as that of my
entire community, for the services that your department rendered for us in the
giving of the vaccination for diphtheria and typhoid fever. Of course the value
cannot be expressed in dollars and cents, for the value of human lives is not
measured in that manner.

This is a service that every community throughout the entire State needs.
We feel fortunate, indeed, that we are one of the few communities which has had
this service. How I wish that other communities might have it. My past
experience and work as a school man, community worker, and leader makes me
feel and see more vividly the need of such work. I trust that our legislature and
that Congress will increase the appropriation so that you may be enabled to do
more in the future.

Thanking you and your staff for these services to our community, I am.
Yours truly,

L. W. Owens,
Superintendent Farmhaven School.

(Whereupon at 12:05 p. m.., an adjournment was taken until

10 a. m., Tuesday, Feb. 5, 1935.)
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TUESDAY, FEBRUARY 5, 1936

United States Senate,
Committee on Finance,

Washington, D. C.

The committee met, pursuant to call, at 10 a. m., in the Finance
Committee room, Senate Office Building, Senator Pat Harrison,
(chairman) presiding.

The Chairman. The committee \y\\\ come to order.

The first witness this morning is Dr. I. S. Falk. Doctor, are you
connected with the United States Public Health Service?

Dr. Falk. No, sir, I am a member of the staff of the Committee
for Economic Security.

The Chairman. You may proceed.

STATEMENT OF DR. I. S. FALK, NEW CANAAN, CONN., OF THE
STAFF OF THE COMMITTEE ON ECONOMIC SECURITY

Dr. Falk. I think it will interest the committee if I take a little

time to indicate how the studies of the Committee for Economic
Security led into the formulation of a program for the extension of

the Federal public health activities.

Originally the Committee for Economic Security assigned to Dr.
Sydenstricker and me, the task of investigating the nature and the
problems involved in the risks to economic security" arising out of

sickness and ill health, and in their first instructions to us they asked
us to inquire into the subject of insurance against the costs of sick-

ness, or as is commonly loiown, the subject of health insurance. In
the course of our studies it became clear, however, that if our task
was to report to the Committee on Economic Security on how to deal
with the risks arising out of illness, that the soundest and the most
economical way to deal with those risks was to attempt to prevent
them rather than to attempt to deal with the costs after the risks

had occurred.
So that when we made our first report to the Technical Board of

the President's Committee, the board recommended to the committee
and we in turn were instructed to attempt to deal with the subject

of preventing the risks arising out of illness. All who were concerned
recognized that prevention was very much more inexpensive and very
much more desirable than cure.

In consequence, the staff of the President's Committee turned its

attention to the subject of opportunities of preventing illness through
public health activities. Out of suggestions which we made to the
President's Committee created to assist us in our studies, a series of

advisory groups—and I refer to that because in our studies of the

419
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prevention of disease, the development of desirable opportunities in

the field of public health, we had the assistance of very eminent
physicians, dentists, hospital administrators, and public health author-
ities—the committee having created four boards in these respective
fields, and the Public Health Committee who advised with us in-

cluded among the most distinguished members of the public-health
professions in the United States, and they continued active or with
us in studying the needs for extended public-health facilities in the
United States and for an extended program.
That committee included, for example, Mr. Homer Folks, of the

Nevv' York wState Charities Aid Association of New York City; Dr.
Eugene L. Bishop, commissioner of public health of Nashville, Tenn.;
Dr. A. J. Chelsey, secretary of the Minnesota Board of Health;
Dr. Allen W. Freeman, dean of the School of Hygiene and Public
Health, Johns Hopkins University, Baltimore; Dr. Clarence Hincks,
director of the National Committee for Mental Hygiene, of New
York City; Dr. Thomas Parran, Jr., commissioner of health of New
York State; Dr. Milton J. Rosenau, of the Harvard Medical College,

one of the most eminent teachers of public health in the United
States; Dr. John J. Sippy, health officer of San Joaquin, Calif., who is

a well-known county health officer; Mrs. Katherine Tucker, who is the
director of the National Organization for Public Health Nursing of

New York City; Professor Winslow of Yale University, one of the
most distinguished educators in the field of public health; Mr. Abel
Wolman, chief of the bureau of sanitary engineering of the Maryland
Department of Health; Dr. Underwood, the secretary of the Mis-
sissippi Board of Health who testified before this committee yester-

day; and Dr. Dublin, statistician and vice president of the Metropoli-
tan Life Insurance Co., one of our most eminent vital statisticians in

the country.
With the assistance of this very distinguished public-health advisory

committee and of our medical advisory board, which includes some
of the members among the most distinguished physicians and surgeons
in the country, the hospital advisory board made up of very eminent
hospital administrators and the dental advisory committee, leading
members of the dental profession, all of whom considered in consider-
able detail the problems in the field of public health.

In the course of our studies on the subject of public health, having
in mind the opportunities for preventing the risks to economic security

arising out of illness, it became very clearly evident and has long been
known to the public-health authorities that the American people are

not nearly as health}^ as they have a right to be. Millions of them are

suffering from diseases and thousands die annually from causes that
are preventable through the use of existing scientific knowledge and
the application of what we might call common social sense in the

form of well-established procedures of proven merit.

We recognize that this is true despite the fact that we as students
of the subject, our advisory groups a.nd the most of our bodies who
are experienced in the subject of the prevention of disease, this is

true despite the fact that the United States has in its Public Health
Service and in other official agencies very eminent and competent
and distinguished agencies and personnel. I think I may say that
throughout the discussion of the groups that studied this problem,
the highest praise and commendation of our United States Public
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Health Sorvioo ran throuirhout the mootings and discussiojis, but there

was also wide and proft)und recdgnitu n that our Federal facilities to

deal with the })roblenis of ])reventinp: disease in human beinss were
quite inade(|uate to deal ade(|uat<'l,v with the i)r()l)leins which face

tiie country. There was ample evidence available, and there is, to

support the sweepinir statement that the American i)eople are not
nearly as healthy as they have a riirht to expect to be on the basis of

existintr knowledire and available means of preventinp: disease.

I would not wish to attempt to give you the details that support
that statement, but to illustrate, for example, by the fact that the

infant death rate which has been cut in half in the last quarter ot a
century, can be cut in half again merely through the application of

well-established procedures of j)roven merit. Something like 18,000
women die in childbirth each year. It is estimated on sound author-
ity that two-thirds of these deaths can be prevented; at least three-

quarters of a million cases of syphilis are clinically recognized annually,

but more than half of these do not seek or obtain treatment at that
stage of the disease when the possibility of cure is the greatest.

We have been rather proud in recent years over the health and wel-

fare of the American people. It is estimated that there are 700,000
dependent children in institutions and foster homes, many of which
are not very healthful or wholesome, and that some 300,000 are crip-

pled, a million or more are tuberculous, and more than half a million

have heart damages or defects.

The mortality of adults of middle and older ages has not appreciably
diminished. The expectation of life at age 40 in the United States is

about the same now^ as it was in 1850 or in 1890 or in 1900. There has
been no substantial reduction, if there has been any reduction of im-
portance in the mortality of the adult years of life. The disconcerting
evidence of impaired efhciency among our adult population takes on,
of course, a much graver significance in view of the changing age of our
adult population. In the coming years the population of the United
States will have both proportionately and actually more adults. It is-

estimated that in 1950, for example, onh^ 16 years hence, the number
of persons under 20 years of age will be about the same as it was in

1930, but the older population \vill be nearly 30,000,000 more.
The Chairman. Doctor, may I suggest to you if you have a state-

ment there, that you put it in the record? I may say with reference
to this provision in this bill that there has been no attack on it from
any source that I have heard of yet, and it does not present the same
complications that some of the provisions present, namely, that these
approj)riations are dependent upon the State putting up something
and so forth, with an administrator here that might hold a whip
hand. So I would present and put into the record your statement on
this proposition, about which I do not think there is going to be any
trouble in the bill.

Dr. Falk. I should be glad to furnish for the record the further
detailed statement and the evidence upon \\ hich the recommendation
was based, that there is a very important need for considerable
extension of Federal appropriations for public health.

The Chairman'. 1 think it is pretty generally conceded. If some
question arises, we can call upon you on that proposition in order
to expedite the consideration of the bill.

Dr. Falk. Of the older population of the United States, about one-
third will be in the age group 20-44 years, one-third aged 45-64



422 EcOiSroMic security act

years, and one-third will be over 65 years old. We can no longer
squander the vitality of our grown men and women. The task of
health conservation must be broadened to include adults as well as
children.

Evidence is accumulating that the health of a large proportion of

the population is being affected unfavorably by the depression. The
rate of disabling sickness in 1933 among families which had suffered
the most severe decline in income during the period 1929-32 was 50
percent higher than the rate in families whose incomes were not
reduced. The death rate in unemployed families was approximately
20 percent higher than in families which had one or more full-time

wage earners. The death rate in our large cities so far in 1934 has
shown a definite increase over the corresponding period in 1933.
In spite of this situation, local appropriations for public health have
been decreased by 20 percent on the average since 1930, and health
departments have had to carry on as best they could with increased
burdens brought about by unemployment. The per capita expendi-
ture from tax funds for public health in 77 cities in 1934 was 58 cents
as contrasted with 71 cents in 1931. These curtailments in expendi-
tures for public health during the emergency period have not created
the need for a larger public health program; they have served only
to make an ordinary need more acute.
The policy of leaving to localities and States the entire responsibility

for providing even minimal public health facilities and services has
failed in large measure. Of the 3,000 counties, only 528 are provided
with full-time health supervision. When the adequacy of the local

health departments which exist is carefully considered, it is found that
only a relatively small proportion, 21 percent (75 counties and 102
cities), have thus far developed a personnel and service which can be
rated as even a satisfactory minimum for the population and the
existing problems.
We have prepared a map showing for the counties of each of the

States the adequacy of the public health services as judged by sound
professional standards. The counties which probablj^ have adequate
health departments are shaded black. You will observe on this map
how few counties are in this class. A large proportion of the counties

of the eastern and middle-western States are shaded in dark cross

hatch. These probably have adequate health departments in their

cities and have a sufficient population outside the cities to justify a
full-time health department. The numerous counties cross-hatched
lightly have a population sufficient to warrant a full-time department.
The numerous counties which are shown dotted probably have inade-
quate health departments. Those counties which are left wliite

require some modified plan of health super^dsion because their popula-
tion is small and sparse. This map brings out clearly how far we are

in the United States from adequate local public health protection.

As President Roosevelt said when he was Governor of New York,
other than for the failure of local finances and facilities:

* * * there is no reason for tuberculosis to be twice as prevalent in some
sections as in others; for deaths and illnesses from diphtheria to continue to occur
when some municipalities have been able to stamp it out entirely; for twice as

many babies to die each year in some cities as in those where a modern health

program is in force; for the rate of decline of many preventable diseases and
certain death rates to be higher in rural commimities with no organized health

service, than in urban communities where health service is available; or for those
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citizens of tlie lower ecoiioniic rank to suflcr a higher death rate from practically

all causes.

The Fetleral Goveriunent's responsibility for the protection of all

of the popuhition npiinst disease Ims l)een recojinized for a lono: time
in the public healtli activities of several (lei)artinents. The precedent
of Federal aid to States for State health administration and for local

public health facilities also has been established in various laws for

grants-in-aid and in loans of technical personnel to States and
localities.

It was therefore proposed that as essential steps toward the pre-

vention of the risks to economic security arising; out of ill health, the
Federal Government should further discharge its responsibility in the
followin^:: ways:

1

.

Providing assistance for localities by Federal grants-in-aid where
serious public health needs are found to e.xist and local resources are
being employed to the utmost.

2. Helping to develop administrative and technical facilities in

State health departments in order that State-wide services, as well

as local services, may be efficient.

3. Strengthening and enlarging the facilities of the United States
Public Health Service and the United States Children's Bureau in

order to discover and test methods of disease prevention and to pro-
vide technical personnel to be loaned upon request to other Federal
agencies and to State and local health departments.
As regards these proposals, a general survey of needs and minimal

costs has been made. As a result of this survey it has been found that
even a minimum program of adequate health protection for the Amer-
ican people requires annually about $21,000,000 more Federal money
than is now being spent. The total amount expended by the Federal
Government for human-health services is at present only about
$5,000,000 a year, or about 4 cents per capita. A careful considera-
tion of the subject showed, however, that the technical staff of the
Committee on Economic Security and its public health advisory com-
mittee could properly recommend this broad and much-needed
program which would require $21,000,000 a year of additional
money. Instead, the staff and this advisory committee recommended
that the annual allotments to the United States Public Health Service
should be increased by $10,000,000 as a minimum. The needs of the
countr}^ are considerably larger, but it was agreed that before a larger

amount can be efhciently spent it will be necessary to train additional
personnel and to test further certain practical procedures through
which certain diseases can be more effectively controlled.

The following statement on preventive measures was transmitted
to Secretary Perkins, Chairman of the President's Committee on
Economic Security, by the Medical Advisory Board to the Com-
mittee:

A logical step in dealing with the risks and losses of sickness is to begin by
preventing sickness so far as is possible by methods of demonstrated effectiveness.
At the present time we believe that ap|)ropriations for public health work are
insufficient in many communities, wliereas a fuller application of modern pre-
ventive medicine, made possible by larger i)ublic apijro})riations, would not
only relie\e such suffering but would aKso prove an actual financial economy.
Federal funds, expended through the several States, in association with their
own State and local public health expenditures, are, in our opiiiion, necessary to
accomplish these purposes and we recommend that suijstantial grants be made.
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May 1 conclude then by saying, Mr. Chairman, that the recom-
mendation from the staff of the President's Committee on Economic
Security indicated that there was opportunity and need for something
like $21,000,000 of new Federal appropriations for public health
work which could be wisely spent, but that it was not feasible to

spend that much money effectively, principally because of deficiencies

in available trained personnel; hence, the proposals which came up
to the President's Committee and which they recommended to the
President included the proposals for the expansion of the Federal
Public Health provisions to the extent which is covered in the present
substance of title 8 of the bill, recognizing the need for both strength-
ening the investigative opportunities of the Public Health Service
for the prevention of diseases and to deal with sanitary problems of

interstate and national nature, for the extension and enlargement of

their trained personnel, and for grants in aid to the States and through
the States to local communities.
The Chairman. I wish you would tell Dr. Sydenstricker also that

if he has some statement with reference to the matter, to let up put
it in the record in connection with the hearings, or anyone else, with
reference to public-health provisions of the bill, and you may enlarge,

yourself, and file your additional material.

Dr. Falk. Thank you, sir; I shall transmit the message and com-
ply with your suggestion.

The Chairman. And if we want to ask any further questions, we
can call you.

Dr. Falk. Thank you.

STATEMENT OF M. M. WALTER, REPRESENTING THE NATIONAL
REHABILITATION ASSOCIATION

Mr. Walter. My brief remarks, Mr. Chairman, will be concerned
with paragraph (a) of section 702 of the bill, which provides for the

permanent care and cure of crippled children.

This measure provides for the physical restoration of crippled chil-

dren, but it does not take into consideration their vocational rehabili-

tation, in other words, to carry them half-way across the stream, and
then expect them to get across the rest of the way the best they can.

The Committee on Economic Security, in its report, was not un-
mindful of this problem, because on page 40 they make this statement:

At this point we desire to call special attention to the importance of special

programs for the physically handicapped, of whom there are many millions in

this country. Since the passage in 1920 of the Federal Vocational Rehabilitation
Act, the Government has been assisting the States in a service of individual
preparation for and placement in employment of persons vocationally handicapped
through industrial or public accident, disease, or congenital causes. Forty-five

States are now participating in this program and since it was launched appro.xi-

mately 68,000 permanently disabled persons have benefited from this service.

The work done has shown gratifying annual increases, even m the depression,

but is still small in comparison with the need. The desirability of continuing
this program and correlating it with existing and contemplated services to workers
in the general program of economic security we believe to be most evident.

In discussing this matter with the administration as to the reason

why provision was not included in the bill for vocational rehabilita-

tion of the disabled, they told us that they felt that the matter was
being adequately taken care of at the present time, and that is the

reason there was no specific provision made for it. After we had
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prosonteil to them tlio present needs of the disabled and what was
l)eintr (h)ne for them, they airreed with us that there sliouhl he a pro-

vision in this hill to further the vocational rehabilitation of the dis-

abled, ami that is the reason I wish to present that matter to you
today.
The Chairman. Who is it that told you that?
Mr. Walter. We discussed the matter with Miss Lenroot, of the

Children's liureau, and Dr. Altmever.
The Cfiair.max. Miss Lenroot stated yesterday that she had some

amemiments which she was f::oing to sid)mit. I w-as just wondering
whether that was one of the amendments?

Mr. Walter. No; they told us that we should submit the amend-
ment, and if there were any questions raised about it, they would be
glad to discuss it. Vocational rehabilitation is logically a part of

any program of economic security, because it is primarily con-
cerned
The Chairman (interrupting). Where would you submit that

amendment?
Mr. Walter. I would suggest that the amendment be submitted

on page 55, after line 2. I will be glad to read the proposed amend-
ment to you.

In order that crippled children who receive medical care and other .services

under i)aragraph (a) of section 702 of this act may be given vocational guidance,
training, and placement in employment, as provided by an act entitled "An act
to provide for the promotion of vocational rehabilitation of person? disabled in

industry or otherwise, and their return to civil cmjiloymcnt", ai)proved June 2,

1920, as amended (U. S. C, title 29, sees. 31, 32), and to carry out all provisions
of said act of June 2, 1920, as amended, there is hereby authorized to be appro-
priated for the fiscal year ending June 30, 1936, and annually thereafter, the sum
of $2,040,000 for allotment to the States, provided that not in excess of 5 per
centum shall be used for administration by tlie Federal agency authorized to
administer said act of June 2, 1920, as amended.

In order to provide for correlation and to prevent duplication of services, the
Division of Vocational Rehabilitation in the Office of Education and the Children's
Bureau of the Department of Labor shall, in carrying out the provisions of this

act, establish a plan of cooperation between their respective offices and provide
for similar plans of cooperation between the respective offices and jjrovide for

similar plans of cooperation between the respective offices and provide for similar
plans of cooperation between the respective State agencies carrying out the pro-
visions of this act, such cooperative agreements to be incorporated in the State
plans submitted to the respective Federal agencies for approval.

In connection with this second paragraph, Mr. Chairman, I believe

that Miss Elliott yesterda}' did submit another amendment to the act

wliich will take care of this second paragraph, so it may not be neces-

sary to include that.

In brief justification of this suggested amendment, I might say that

during the past 5 years, there has been a marked expansion in the need
for vocational rehabilitation of the disabled. In 1930 we rehabilitated

or returned to profitable employment, appro.Kimately 4,500 disabled

people. In 1934 that number was increased to over 8,000, an increase

of appro.xinuitely 75 percent.

Senator King. When you say "We did it ", would not some of them
automatically by their own efforts have gone back to employment?
Mr. Walter. Many, many did, but 1 am speaking specifically of

the service rendered by the vocational rehabilitation bureaus in sj)ecinc

States, what they did. They were responsible for making it possible

for over 8,000 people returning to economic security, and without this
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service it would have been practically impossible for them to have done
it.

The Chairman. How much appropriation does the Federal Govern-
ment make for that kind of work?
Mr. Walter. We are now receiving $1,000,000, and last year we

received a special appropriation of $800,000 from the Emergency
Kelief funds; that money is apt to be withdrawn at any time, and in
order to take care of that slack, there was a bill introduced in the house
3 or 4 weeks ago to increase our appropriation from $1,000,000 to

$2,000,000, but we feel that it is logically a part of this permanent
program of economic security, and for that reason we have suggested
this amendment to be included in the bill to take care of the bill which
we have introduced and to take care of the present legislation.

The Chairman. That applies only to children?
Mr. Walter. No; to all physically disabled people of employable

age, but it includes cliildren who are employed and who have reached
the age of 16, of wliich we serve approximately 22 percent every year.
Fifty-eight percent are of the ages between 21 and 40, and 22 percent
approximately of the ages between 16 and 21.

Senator King. For whom do you spe?k?
Mr. Walter. The National Rehabilitation Association,

Senator King. Is that a national organization?
Mr. Walter. That is a national organization.
Senator King. Formed voluntanly?
Mr. Walter. Formed voluntarily.

Senator King. And who selected you to come here?
' Mr. Walter. I happen to be chaiiman of the legislative com-
mittee of that association.

Senator King. Have they met recently?
Mr. Walter. Yes, sir; our legislative committee met in Pittsburgh

in December, and the annual meeting of the association was in

Louisville last October.
Senator King. What is the overhead of your organization?
Mr. Walter. The administration costs are 15 percent.

Senator King. Then there is 85 percent of this $1,000,000
- Mr. Walter (interrupting). Goes into case production service.-

Senator King. Would not case production be also overhead?
Mr. Walter. No, that is concerned with the annual serving of

the disabled out of the field. For approximately every $12,000 of

budget, we must have one case worker in the field to interview and
investigate disabled. The problem is an individual case problem
entirely. We have to deal with it in that way. We cannot deal with
groups.

Senator King. How many employees in your whole organization
in all parts of the United States?
Mr. Walter. I could not answer that question, but I can obtain

the information for you from the Federal office of education.
Senator King. Where is that office?

Mr. Walter. In the Department of the Interior.

Senator King. Of course, there is a great deal more than 15 percent
used in meeting the expenses of all of those who are employed in

executing the law or the plan?
Mr. Walter. Approximately 15 percent is used for administration.

That is as far as the supervisory end of the problem is concerned, and
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an additional 20 percent is used to take care of the salaries and
expenses of case workers.

vSenator Kint:. That is 35 percent.

Mr. Wai.tku. Yes, and the rest of the money actually goes in

trnininir, appliances, and other necessary scM'vices.

Senator King. So that at last it would he only 65 percent would go
to the individuals.

Mr. Walter. That is heing used ahsolutely for the individuals.

Senator King. Do the States make any contributions?
Mr. Walter. The States match the Federal appropriation. In

that connection I might say that they more than matched the Federal
appropriation last year. The Federal appropriation amounted to

$1 ,000.000, and last year we received $900,000, and the States matched
over $1,000,000, and in addition we received this $800,000 as their

ap]U'opriation.

Senator King. Does your central organization, if there be one, does
it attempt to dictate who shall be named in the various States to en-

force the law?
Mr. Walter. No; there is no dictation at all. I happen to be the

director for the State of Pennsylvania and I can assure there is no
dictation from Washington.

Senator King. Who names the various persons emploj^ed in carry-

ing out the policies of the organization?
Mr. Walter. That is all controlled by the State council of educa-

tion. The Federal law provides that the control and supervision of

this work must be under the State boards for vocational education.
Senator Guffey. Under Dr. Rhodes?
Mr. Walter. Yes.
Senator King. The States could not settle their own?
Mr. Walter. The States prepare their plan under the Federal

law, and submit it to Washington for approval, and if it meets the
general policies as layed down in the Federal law, there is no question
raised.

Senator King. Suppose the States should feel that it would be
better to place the enforcement of this plan in the hands of the labor

organizations created by the State law. That countervention of

your plan?
Mr. Walter. It just happens that in Pennsylvania it is in the

department of labor, and we have a cooperative agreement, and it has
worked; it has been working very satisfactorily for the last 12 years.

That is unusual, because in the majority of the States the program is

functioning in the department of public instruction.

The Chairman. My recollection is that immediately after the

war we appropriated quite a large sum of money for rehabilitation

work.
Mr. Walter. That is veterans' reha})ilitation. This is civilian

rehabilitation.

The Chairman. Do wc still make an appropriation for that?

Mr. Walter. No, that sto])ped in 1924. We are now taking care

of the disabled veterans who need rehabilitation and readjustment.
We are taking care of those cases ourselves.

Senator King. What do you mean by "readjustment"?
Mr. \\ alter. Here is a man that has been employed and his em-

ployment has for technological reasons become obsolete. He can no

189780—35—PT 6 8
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longer continue. He needs service to adjust himself in a new occupa-
tion. We are able to provide that service for him.

Senator King. Would those activities conflict with the labor organ-
izations that are set up by the Federal Government in cooperation
with the States?
Mr. Walter. No, sir. Under the Wagner-Peyser Act, we cooperate

under the compensation boards and other agencies. There is no
conflict there at all.

Senator King. It seems to me, and this is merely an aversion of
my own view, if we could consolidate a lot of these organizations and
bureaus and departments of the Federal and State agencies, it would be
a good thing, a wise thing. We are operating these bureaus and organ-
izations and increasing the personnel until I am told that about 1 out
of every 5 or every 7 persons, certainly of adults, is on either the
Federal or State or municipal pay roll.

Mr. W^ALTER. Well, I am not here to discuss that subject; I am
not familiar with the figures.

vSenator King. It seems to me that the multiplicity of organizations
calls for consolidation. That is all.

The Chairman. W^as there something further, Mr. Walter? Do
you want to put any remarks in the record?
Mr. Walter. I would like to have the suggested amendment

included in the record, and the excerpt from the report of the Com-
mittee on Economic Security.

The Chairman. That has been put in.

Mr. Walter. Thank you very much.
The Chairman. The next witness is Mr. George A. Huggins.

STATEMENT OF GEORGE A. HUGGINS, CONSULTING ACTUARY,
PHILADELPHIA, PA., MEMBER OF EXECUTIVE COMMITTEE,
CHURCH PENSIONS CONFERENCE; ACTUARY FOR MINISTERIAL
PENSION FUNDS OF VARIOUS DENOMINATIONAL BODIES
SUCH AS PRESBYTERIAN IN THE UNITED STATES OF AMERICA,
PRESBYTERIAN UNITED STATES, UNITED PRESBYTERIANS,
DISCIPLES OF CHRIST, CONGREGATIONAL, METHODIST EPIS-
COPAL, SOUTHERN BAPTIST, AND OTHERS

Mr. Huggins. I represent a group of workers who have not been
a social care on the communities in which they live in their age or

disability, for the reason that they have been cared for by the groups
whom they serve. I refer to the Protestant clergymen and preachers.

The Church Pensions Conference, which has held a special meeting
in Washington, February 4, 1935, to consider the Economic Security
x\ct, is an organization which includes the pension systems of 22 de-

nominational l)odies in the United States of America and one in

Canada, together with the retirem.ent systems of the Y. M. C. A.
and the Y. W. C. A.

These 22 denominations include 109,581 ministers serving 135,250
Protestant churches with 25,385,549 members, distributed among the

three Presbyterian bodies, Methodist North, and wSouth, Baptist North
and South, 5 Lutheran bodies, both Reform churches. Episcopal,
Congregational, Christian, Disciples of Christ, Evangelical, Nazarene»
United Brethren, Unitarian, arid Universalist.
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The 22 (lononiinational pension systems have eoinhined assets of

$150,000,000, using round lij^nires, of which $71,650,000 constitute
endownuMit funds, and $S;^,850,000 reserve funds.

Senator Kixc;. Consistiuir of what?
Nfr. llrc.ciiNs. lligh-i^^rade bonds, a snudl proportion of stocks, a

propoi-tion of iirst niortjj;ap:es secured by real estate urlian, s\d)urban,

and farms and a small i)roportion of real estate, sonu^ of which has
been ac<piired recently uiuler foieclosur(> proceedings.

Senator King. How numy organizations are there that control or
have the control of or who are the depositories of these securities?

^^^. HuGGiNs. As a general rule, these hoards are incorporated
agencies of their denominational bodies. In two cases they are

de|)artments of the general church body, but in most cases they are

separate corporations under the direction of the governing bodies of

the church, and, in a few cases, also, they are under the su])ervision of

the insurance department.
Senator King. I was just wondering how many such agencies

there were who held these $155,000,000 of securities.

Mr. HuGGiNS. We represent 25, and then there are a number of

smaller ones in the smaller denominations. Probably there are an
additional 10.

The Chairman, ^^^lat is it that you want done?
Mr. HuGGiNs. Briefly, the ])rovision which we have been making,

and some of these agencies have been in existence—one of them since

1717, and another one since 1837—the provision which we are malcing
for our aged ministers is generally larger than contemplated under
the governmental contributory plan, and that is particularly true

during the early years of the development of the new plan. For
example, the Episcopal pension fund todav is paying pensions as
high as $1,500 with an average of almost $1,000.

Senator King. That is to the ministers?
Mr. HuGGiNs. Yes, sir.

The Chairman. What is the age limit when you give pensions,

generally speaking?
Mr. IIuGGiNs. Sixty-five, and, in some of the groups, 68 is the

minimum retirement age. In addition to that, we provide quite

substantial disabled pensions to those who become totally and
permanently disabled ])rior to attaining retirement age.

We have had another problem, and that is that we have always
considered the wife as part of the manse or jiarsonage and therefore

we make quite substantial provision for pensions of widows and minor
orphaned children. As a result of that, wide coverage, we have
developed pension systems operated on the contributory-reserve
plans on the actuarial basis that are supported by contributions which
are the equivalent of 6 percent of the salary, and in some cases, 7^2,

and in others 10, and in others, IOJ2 percent. In other words, we
have created, in some of these grou])s, quite substantial systems sup-
ported on (piite a liberal basis in order to give this wide coverage,
which is far wider than is generally given in industrial pension
systems.
Our point is this: We are in entire sympathy, bebig religious leaders,

with economic security for workers, but we are tlistiirbed as to the
efi'ect of the Government contributory' plan on our pension systems,
for the reason that we will have to maintain some systems anyway in
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order to take care of the men whose wages are over $250 a month,
and they represent, on the average, about 15 percent of the total

group. It naturally varies somewhat in the denominations, but it

averages about 15 percent of the total group. Then we would have
to take care of the disabled, because they do break down in this form
of service. We would have to take care of the widows and the minor
orphans. It would be very difficult for us to get the churches and
indi^^duals to contribute to these funds which we will have to main-
tain in addition to the earnings and excise tax paid by the employing
churches. It will be difficult for us to get them to contribute to both,
particularly as when we trace the life service of these ministers we
find that they start out comparatively at low salaries, therefore, in

their earlier years, they would be in the governmental plan; then,

in the prime of life, they would be in our plan, those whose salaries are

over $250; and then, in the later years of life, they would come back in

the Government plan.

Furthermore, there will be some who wiU be in the Government
plan one year and out of it the next, where the salary basis borders
on the $250, and a change of church might throw them from one
group to the other.

The Chairman. What is your suggestion?
Mr. HuGGiNS. We have an amendment that we would like to pro-

pose to section 307, subsection 5, page 20, line 24:

Strike out the period in line 24 and insert a comma and add the
following:

Excluding every individual for whom a provision is made and maintained
through an organization or the purpose, which provision is at least equal to the
provision made under this act for such individual, as found from time to time by
the Social Insurance Board.

Senator King. Is that all of the amendment?
Mr. HuGGiNS. Yes, sir.

Senator King. Wliat is the effect of it?

Mr. HuGGiNS. The effect will be that any of our ministers who are

covered by a contributory plan wliich provides at least the benefits

provided under the Governmental plan would be cared for by his

denominational plan. Those men under these plans will get larger

pensions than under the Governmental plan, and their disability will

be provided for, and their widows and minor orphans just as we are

doing now and have been doing for some years and been developing
these contributory-reserve plans.

The Chairman. Was this suggestion made to the committee, the

Presidential committee, or the cabinet committee?
Mr. HuGGiNS. No, sir.

The Chairman. Have you presented the matter to the Ways and
Means Committee?
Mr. HuGGiNS. No, sir. I submitted some of the data relating to

these pension funds to the Committee on Economic Security through
their research director, Mr. Cohen, and we have talked this matter
over with individuals there, but, you see, we called this conference

yesterday and had these representatives of these denominational
pension systems together in order to discuss the whole situation, and
I am here at the request of that conference held yesterday.

The Chairman. And you think that the preachers in these various

denominations prefer to be excluded from the operations of it and to

follow the course that is now pursued by the churches?
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Mr. Muggins. I cnnnot speak exactly as you say. You asked nic

if 1 think the preachers would. I can only say that in my opinion

1 think they woidd.
Senator King. Let me ask you a question. Do you not think

that it would be hiirhly improper for the Government in setting up a

}HMisit)n to discriminate ai^aiiist any section or any group or in favor

of any section or any group; that is to say, give larger pensions to

preachers than it would give to others.

Mr. HrciGiNs. 1 agree with you, and we are not raising the question
of excluding the group as a group. ^^ e are raising the cjuestion of

excluding the individual nuMuhers of the group where the provision

is of wider coverage than the governmental plan.

Senator King. And by that you mean that they would be exempted
from making any contribution?

Mr. Huggins. To the Government.
Senator King. To this fund?
Mr. Huggins. Yes, sir.

Senator King. And make their contribution, whatever it is that is

made, to the organization with which they are identified.

Mr. Huggins. Yes. You see, the problem is very much compli-
cated with us because of the fact that we have a percentage of these

groups of workers who woidd be excluded from the Government's
plan all the time, and some of them would be in and out from year
to year, and the majority would be partly in and partly out at some
period in their career.

I will amend that (c) to say that many would be in and out at some
time in their career.

Senator King. Would you want all of the beneficiaries of your
pension S3'stem excluded from the operation of that law, if we enact
it, that is, exempt or exclude not only those whose compensation is

over $250 a month, but all who are ministers?

Mr. Huggins. Yes, sir.

Senator King. Exclude them all?

Mr. Huggins. Yes, sir; exclude them all. Not as a group of a class

of workers, but because, through their denominational pension sys-

tems, they will care for them and take them out of the general com-
munity problem.

Senator King. I see.

The Chairman. I wish you would, after you have finished your
statement, or, if you want to enlarge on it, put it in the record, but
see the expert of the committee and have him arrange for you to have
a conference with Dr. Witte, and j'ou discuss this proposition with
him.
Mr. Huggins. I would be very glad to do that.

The Chairman. We are likely to get all of the preachers of the

country on our backs here if we adopted such a suggestion.

Senator King. We might need them for spiritual consolation.

[Laughter.]

The Chairman. But you will follow this suggestion, so that we
may have the benefit of expert advice. It is rather technical.

Have you any further statement?
Mr. Huggins. Yes, sir; I have this statement here.

The Chairman. That may go in the record.
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(The following additional statement is submitted by Mr. Huggins:)
The 22 denominational pension systems have combined assets of

$155,000,000, using round figures, of which $71,650,000 constitute
endowment funds and $83,350,000 reserve funds. Their yearly in-

come approximates $13,000,000, of which $6,000,000 represents earn-
ings on their invested funds.

They are paying yearly to 32,000 beneficiaries more than $9,000,000
in benefits. The reason why these denominational bodies have set

up their own pension systems is that the churches have always re-

garded as their own social responsibility the case of their ministers
who come to age or disability. Furthermore, they have regarded as
an integral part of their responsibilities provisions for pensions to

widows and minor orphans of deceased ministers, thus making a

broader and more inclusive pension coverage than is usual in industry.
One of those pension agencies started to function in the year 1717

and one in 1837. While operating for many years as agencies for pro-
viding relief grants based upon need, many of these in recent years
have developed into contributory reserve systems, operated on sound
actuarial bases.

The problem of providing pensions for ministerial groups is a dif-

ferent one from that of industrial workers, as by far the greater number
dedicate their Uves through long years of preparation to this form of

service, and it is the exception when they give it up for secular work,
even though changing from church to church, or agency to agency
within a denomination, or even changing their ministerial standing
from one denomination to another. And, further, the widows and
minor children must be cared for as parts of the life of the parsonage
as already stated.

These contributors-reserve systems are maintained through regular

dues payments equivalent to 6 percent or Tji percent or even lOK
percent, as the case may be, and the pension benefits are likewise

related to the salaries received during service. The minister's share
of the pension cost is 2}^ percent, in some cases, while, in others, the
local church or other salary-paying organizations pay the entire

cost.

As a group of religious leaders the members of the Church Pensions
Conference are, naturally, very sympathetic with the social ideals of

the economic-security act, and with plans for the economic security

of employed persons. However, with some temerity, we wish to

state that we are disturbed as to the probable effect of the Federal
contributory age-annuity plan on these denomination pensional sys-

tems over which we have labored so many 3'ears and which we have
built up at such great cost.

We have to consider that, as a group of workers, ministers are not
paid on a profit basis, but in fact on the basis of a living wage. And
yet, because of the social and economic demands on them in every
communion, there are some who are paid amounts in excess of $250
per month, and, being classed as nonmanual workers, w^ould, there-

fore, not be included in the Federal plan.

This excluded group constitutes percentages of the total group of

active workers that varies somewhat in the several bodies, from about
5 percent to about 25 percent, with a general average approximating
15 percent. Furthermore, when the life service of those individuals

who are thus excluded is studied, we find that on the basis of the
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remimeration rocoivod in (ho omiIv yoars of thoir stMvico, hiuI, in

many cases, in tho later years, tliey would be included (lurin<r sucli

years. That is, the hi^hei- laui^e of salaries aniontr niinistcMs applies

usually to their services in tiie prime of life.

Tlierefore, some of the grouj) would be included in the Fedeial \)\nn

in tiie earlier parts of their careers, then excluded, then later re-

included, while, in some cases, the worker might be included 1 year,

excluded the next, and vice versa.

So far as a ministerial group of workei's is concerned, it would have
better fitted their needs to have been all included up to a wage basis

of 8250 ])er month, and let the denomination, through its pension

plan, make such adilitional provision for age annuities as was recpiired;

also, as to j)ensions payable uj)on total and permanent disability

occurnng prior to retirement age also benefits to widows and orphans.

The pension fund of the Episcopal Church is now pacing age pensions

up to $1,500 with a general average of about $1,000, and other pension
funds will, in a few more years, approach these figures.

It is hanily possible actuarially to operate successfully a group-
pension plan where only a small percentage of the grou[) are included

and those just the higher-salaried members of the group, who generally

are in the later middle years of life, especially where the individuals in

this group change from year to year, as their salary changes would pass
them in or out of the group.
On the other hand, it would be difficult to get ministers and local

church boards to pay the earnings and emploj^ment excise taxes 1 year
and then skip 1 or more years, then resume, and at the same time
pay in correspondingly fluctuating sums to their denominational
pension boards in order to provide the pensions to the higher-salaried

men, the disability pensions for all the group, the widows' pensions,

the orphans' pensions, and, besides, the supplemental pensions which
would have to be provided in the earlier years of the operation of the

Federal system, where the age annuities are limited to 15 percent or
only slightly higher percentages of average salaries, limited to $150
per month.

F'urthermore, most of these pension boards also make pro\4sion for

tlie missionaries of their churches, home and f(»reign, and the larger

part of the foreign missionaries would be excluded from the Federal
plan because of j)erforming the greater part of their duties outside the

continental United States.

AMthout depriving anyone of the right to be cared for under the

Federal plan, the amendment we propose will enable the church
pension funds which can demonstrate to the social-insurance board
their ability to do so to make provision for larger age annuities for

their beneficiaries than the Federal plan. For these reasons the

members of the Church Pensions Conference respectfully request
the attached amendment to the bill, (previously submitted in tliis

statement).

(Mr. Huggins subsecpiently sent the following telegram:)

Atl.\nt.\, Ga., February 7, 193,5.

Senator Pat Harrison,
Committee on Finance, Senate Office Building.

As per your request when I appeared before your committee February 5,

I advise that 60 percent are ministers and 40 j)ereent widows and orphans. My
testimon}- related to 32,000 beneficiaries of church jjcnsion funds.

George A. Huggins.
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The Chairman. The next witness is Owen E. Pence, National
Council of Young Men's Christian Associations.

Senator King. Is that different from the Young Men's Christian
Association?
Mr. Pence. No, sir. It is the official body of Young Men's

Christian Associations of the United States in all the different local
communities. It is a constituted body set up by their representa-
tives and under a constitutional procedure.

STATEMENT OF OWEN E. PENCE. NATIONAL COUNCIL OF YOUNG
MEN'S CHRISTIAN ASSOCIATIONS, 347 MADISON AVENUE,
NEW YORK, N. Y.

I speak as a representative of a special committee on security
recentl}'^ authorized by the general board of Young Men's Christian
Associations of the United States, which is the ad interim body of
the National Council of local Y. M. C. A.'s.

The National Council of Y. M. C. A.'s is the national agency of
1,160 local Y. M. C. A.'s in this country, and the related State
organizations thereof. It does not speak with final authority for
these on matters of national policy or on legislation, but, by reason
of its constitutional and directly representative character, it does
from time to time give expression to various cooperative aims and
enterprises which the local units may authorize.

In 1931 this National Council took action supporting, among other
social ideals of the Federal Council of Churches, the following:

Insurance, socially administered at cost, against invalidism, disabilities from
illness and occupational injuries, want in old age, and enforced unemployment

—

and added

—

That in advocating these social ideals for adoption generally, the associations
themselves should seek to apply these principles in their own practices and rela-
tions as employers.

In 1934, in reaffirming this general position, the National Council
expressly gave instructions

—

To keep abreast of all developing social legislation proposals having to do with
employee security and to call the attention of the council and the associations to
any point on which action is deemed desirable.

During the past month

—

The general board of Y. M. C. A.'s of the United States, keenly aware of the
national character of the social-security problem of our people, requested the
committee on security * * * to keep abreast of progress toward Federal
legislation and to support legislation affecting employees of the National Council
in line with the highest standards of Christian responsibility.

Thus, while not overlooking the concern of over a million and a
half of our members and other constituency, largely youths under
25 years of age, who are deeply involved in plans and public policies

for making jobs and self-maintenance possible, and for avoiding
hazards to self-respect and security with which this bill deals, we
speak particularly as representing agencies which employ approxi-

mately 16,000 persons, the larger part of whom fall witliin the general

definitions of the proposed act.

Senator King. Do you propose stating how those 16,000 are

employed?
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Mr. Pence. I may say that 3,500 of tliom are professional workers

—

we call them secretaries—and about 12,000 are noni)rofessional work-
ers. They maintain the buildings, the oflice services, restaurant, and
such services.

Senator Kinc;. Those 3,500 that you just mentioned—what do
tliey do?

Sir. Pence. They are those who piide the <xcneral administration

program and policy assets, and lead in the activities tiiere, and with
many lay workers, of course.

Senator King. The personnel within that group changes very fre-

quently, doesn't it?

Mr. Pence. The average tenure of those whom we call professional

workers, and of course it is never complete until each stops, runs into

about 12 years, but we think of it as a career for large numbers.
Senator King. They are recruited from various walks of life, and,

after their 12 years of service, they return to the various business
pursuits?

Mr. Pence. A certain proportion do, but increasingly the tenure is

lengthening, as our standards for entrance have been raised. These
are now higher.

Senator King. Is theological training necessary?
Mr. Pence. No, sir; few have had it. A general college education

is now the minimum for entrance.

Senator King. Is there any—I do not use the word "orthodoxy"
in an improper sense—are there any fundamental piinciples of religion

to which they must give adherence in order to come within that group,
or do you take people with any religious views, or people whose ideals

or ideas regarding the Christian religion and the vicarious work of

Jesus Christ are quite at variance with the orthodox view?
Mr. Pence. There is considerable latitude, but the traditional

relationship of the Young Men's Christian Association is in close

association with the Protestant-church view, although its member-
ship in the last full census of communicant relationsliip included at

least 20 percent from other than Protestant groupings. Its sccretary-
sliips and, in general, its boards have been more largely drawn

—

almost exclusively drawn—from the Protestant group, but even
there the national body gave formal recognition to local associations

who might have as many as 10 percent at least of local boards from
other groups, and, more recently still, each association is self-deter-

mining in regard to these matters. That was by formal action in 1933.
Senator King. The reason that I make tliis inc[uiry is that I have

been in some countries where I came in contact with organizations
labeled Young Men's Christian Association, and some of the ])ersons

at least from my point of view expressed sentiments not at all in

harmony with the Cliristian faith. They were agnostics and some
of them were extreme in that, and yet they found refuge and were in

service in this association,
Mr. Pence. I must point out that people of any country have their

freedom to develop a Young Men's Christian Association movement,
and each movement is autonomous, joined in a fairly loose world
alliance, Nvithout formal controls excej^t in certain respects as to

recognition. Therefore, the American associations do not determine
these matters for associations of another country, although they
may use the name under the generally loose Federal or world alliance.
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The Chairman. You may proceed.
Mr. Pence. I was speaking of the 16,000 persons who are all in our

present employed personnel, that the larger part of them fall within
the general provision of the proposed act. We desire that the degree
of support indicated by the foregoing official actions be entered upon
your record and, by this means, to give general approval to the board,
purposes of the measure.

As a private agency, non-profit-making in character, and dependent
to a considerable degree upon community good will and support, w^e

do not overlook that the proposed measure adds materially to the
budget costs of employing organizations. The pay roll of our asso-
ciations aggregates nearly 15 millions of dollars annually.

Senator King. In the United States?

Mr. Pence. In the United States alone. That is just over 40 per-
cent of the current operating budget. Such a charge naturally affects

the capacity of an agency so supported to extend or even to maintain
the heavy volume of low-charge or free services which practically all

local associations have been carrying during the past 5 years. Never-
theless, we believe the present hazards to security of employed per-
sonnel totalling 16,000 persons demand attention, and that such
charges should be paid gladly.

May 1 comment that we would like to make that point clear,

because we understand that some agencies who are somewhat simi-

larly dependent upon community good will and support would like

to have a complete exemption from the operation of the act in their

behalf in every particular.

The Chairman. You do not wish that?

Mr. Pence. We do not wish that, and on the contrary, we support
the act.

The Y. M. C. A. has maintained for many years a private retire-

ment plan, under the insurance laws of New York State. Thus far

it has provided benefits for our professional workers only. It has
paid no benefits to over 12,000 nonprofessional employees. Repre-
sentatives of tills retirement fund have, after due consultation, asso-

ciated themselves with the suggestion just made (to be made) on
behalf of the church pension boards. Partial though the coverage" of

our present fund is, we very much desire to maintain such plan in

efficient operation; provided, it may be possible to work out feasible

administrative procedures, and to set controls by which Federally

adopted standards of social protection shall be unqualifiedly main-
tained.

We strongly urge that, if such an arrangement is permissible, it

shall in no wise aft'ect unfavorably the right of other workers not so

covered to claim benefits under the Federal-State plan. Such special

provision, we would urge, should be so devised as to permit optional,

not compulsory, participation by any or all of our employees eligible

for recognition under the Wagner bill, S. 1130.

If I may present for the record but not occupy your time with a

further statement from the Official Yearbook of our organization,

dealing with some of these problems, I should like to conclude by a

personal word to say this. I have spent most of my professional life

on behalf of American youth, and especially in the study of their

problems of occupational adjustment. There is no problem before

our people today so full of significance for the future of this country
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as the sense of hadlenient aiul defeat with wliich youth faces its un-

certain vocational future.

If there were no other reason at all for doin": so, I would nivself

enthusiastically supi)ort tliis measure because of its provisions for

the Federal compulsory ciuitrihutory p(»nsion system, because of the

opi)ort unity it may ^rive for younii; work(>rs to build uj) some l)ftsis

for their own security in old a<re.

1 would also like to stress that the efliciency of any system of social

protection deijends upon the delinition and maintenance of suitable

standards, ami operation by competent i)ersonnel. There may be a

genuine dan^rer in allowing to States too large measure of latitude in

devising widely differing systems of unemployment insurance. It is

my personal view that these considerations are of such importance
as to warrant the use of direct Federal subsitly to the extent necessary
to establish and maintain a system of unemployment insurance which
will alfortl a substantially e(iual degree of protection to all, regardless

of where they are employeil.

Senator King. When you speak of Federal subsidy, you do not
mean to exclude the duty of the State?

Mr. Pence. On no account, but merely to safeguard the problem
of standards which have been debased, at the point where the ques-
tion of competence of personnel and ade((uacy of coverage and, in

general, relatively equal coverage shall be available for all citizens

coming under the purview of the act.

Senator King. Your plan does not contemplate that the persons
who might be entitled to benefits under the so-called "Wagner bill"

shall, in addition to those benefits, receive benefits from your
organization?

Air. Pence. No, sir.

Senator King. Or if they do, they ought to be subtracted from the

other so that in the aggregate they will be placed on a parity with
others who are getting the benefits?

Mr. Pence. That is right. And we are particularly concerned that
the very fact that for some years we have bad our private plan cover-
ing the professional group only, that our nonprofessional group shall

have full access to the general benefits intended under the act.

In addition, if I may, I should like to add a further word in personal
capacity. In the official year book of our organization for 1934, under
the heading of "Character and Cooperation in Social Reconstruction''
reference is made to

—

* * * certain areas of our common social life which seem to cry to heaven for

a genuine experience of cooperative faith.

The insecurity of our people is perhaps the most obvious and tragic

of these. We are living in a time-
When the frontier of our forefathers lies at hand no longer to reward the self-

respecting effort of the individual wherever he may go;
When the returns of honorable labor, and the costs of decent living, are so un-

stable and disparate as to produce grave anxiety and strain;

When even the very access to livelihood, and the right to earn subsistence, are
denied to millions;

When 1 person in 5 in certain States (and in certain cities 1 in 4) is on public-
relief rolls;

When ."),000,000 families are expected, according to announcement by high
Government authority, to require public "relief of destitution" by next Febru-
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ary—a situation in which relief as a private charity has given way to rescue as a
governmental duty;
When perhaps 10,000,000 are still unemployed;
When a whole generation of youth—those with whom the Y. M. C. A. has

chiefly concerned itself—never yet employed and almost unwanted, economically
speaking, stand helpless before forces they cannot understand, and often hopeless
amidst attitudes and conflict they cannot support;

W^hen vast projects of experimentation are organized, as expressions of social
concern, in the C. C. C. camps, in the Tennessee Valley, in subsistence homesteads,
in emergence colleges; and gigantic public works in city slums, in water-power
developments, in parks, and on the land; projects without precedent, reflecting
needs too great to understand, imposing obligations upon all citizens, leading to
bewilderment for many, to honest difi"erences as to policy among not a few, and
to open ridicule and scorn by some;
When the economy in which we live, whether one of scarcity or surplus, requires

a principle of reference, something human and ultimate, by which to appraise
economic forces and the control of their behavior;
When social security has become a major public issue, including insurance

against the hazards of unemployment, sickness, and old age; whilst the restoration,
long hoped for, of employment and opportunity to work, production, purchasing
power, is yet delayed;
When issues involving the health, happiness, security, and the very life of

millions are still measured, and attitudes toward them determined very largely
by considerations of political advantage or financial self-interest.

These facts and others challenge confidence in Christian character at its very
heart and test the first claims of any cooperative philosophy. In what vital
forms and relationships, one is led to wonder, do the pages of record of this book
reveal Association experience and skill meeting this challenge?

It is estimated on the basis of reports from 333 Associations a year ago that 1

member in 6 over 18 years of age was then unemployed. It is known that
Y. M. C. A. members as a group are younger and lower-salaried workers, and that
the savings and all other equities of many have been sacrificed. The Association's
own life is involved in its members' security and welfare, along with that of the
whole community.

Therefore every aspect of recent national economic policy concerns the Y. M.
C. A.'s mission, methods, and message.

It is concerned with the aims, the hopes, the practices, and the tendencies of
N. R. A. and other emergency administrations; and with all of the debates upon
these, to see if the cooperative capacities of the agricultural and trade groups
within themselves (worker and employer alike), or between them all with the
whole people through government, can keep their unity long enough to break the
force of the depression, and their goodwill firmly enough to withstand the efforts

of those who would defeat their purpose.
It is concerned with the functioning of the courts, with their unfettered freedom

and courage, whose decisions by authority of the people through the law are

sustaining or marring the service of justice in the land.

It is concerned with the dignity and right of labor under all conditions, and
with justice to labor under modern industralism, holding the return of employ-
ment, the growth of real wages, and the cooperative achievement of industrial

peace as urgent, just, and Christian.

It is concerned with the restoration of confidence upon honorable terms, with
the reestablishment of production consonant with public welfare, with the con-
tinuance of experimentation toward a more abundant and Christian society for

all, holding dear the values hitherto secured when they do not obstruct greater

values.

The Chairman. The committee thanks you very much.
The committee will recess until tomorrow at 10 o'clock.

(Whereupon, at 11:15 a. m., the hearing recessed as noted.)
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